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No one guaranteed the Wright 
Brothers that their “box kite” 
airplane would fly... but it did! 
No one could be certain that the 
years of planning, the hopes and 
dreams, the effort, the hard- 
earned dollars would pay off in 
achievement... but they did! 

Once again, man’s willingness 
to venture had paved the way 
for progress. 


In a free land such as ours 
everyone plays a part in one 
venture or another. Some 
contribute ideas—men like the 
Wrights, Edison, Bell, Steinmetz, 
De Forest. Some carry out ideas— 
the managers and workers. Some 














(Brown Brothers photo of the Wright Brothers’ 
first flight. Kittyhawk, N. C., December, 1903.) 


Nothing ventured... nothing gained! 





provide the necessary money 
for tools, factories, raw materials 
and wages—the investors. 


Of all these, the role of the 
investor is least known, least 
understood. The individual who 
sets aside part of his income for 
investment in industry is but 
one of millions of similar risk- 
takers, scattered through all 
walks of life, unorganized and 
unrecognized. Yet, without the 
venture dollars provided by 
these thrifty citizens, the nation’s 
production of goods could not in- 
crease, its standard of living 
could not rise. 


The New York Stock Exchange, 











as the nation’s principal market 
place for investors, believes 
there is urgent need for a govern- 
mental policy—particularly a 
tax policy—that gives every indi- 
vidual an opportunity to save, 
and an incentive to put his sur- 
plus dollars to work for the bene- 
fit of all our people. 
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Investing 
is no 
parlor game! 





Today, no investor can afford to 
take a “hit-or-miss” attitude 
toward his investments. In addi- 
tion to keeping abreast of the 
market day by day,eyou, as an in- 
vestor, need a broad over-all per- 
spective on the outlook for secu- 
rities. The Security and Industry 
Survey is carefully designed to 
meet just that need. 

You'll find its 48 pages contain 
pertinent facts about 33 industries 
and over 300 
companies. 
Added _ value: 
The exclusive 
Merrill Lynch MAY 1943 
Price - Ratio 
Chart for each —— 
industry, show- ei one 
ing at a glance - 
how securities in individual fields 
compare with the market as a 
whole. 

More than that, the S & I Survey 
tells you how to form your invest- 
ment policy and gives you selec- 
tions of securities to meet individ- 
ual investment objectives. 

You won’t want to be without 
this valuable study. It will prove 
of genuine assistance now and in 
the future in “pin-pointing” your 
investments. Why not send for 
your copy today? No charge. Just 
address: 





SECURITY ayy 
Janastay Auarey | 






Department T-5 


MERRILL LYNCH, 
PiERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 
Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 95 Cities 
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WOODPECKER TEST 
for Busy Executives... 


A quick rappingt on the ceiling, walls, 
and windows of your office demonstrates 
an important fact— 
You’re surrounded by hard materials 

. .each one a sounding board that bounces 
NOISE around to tire out your nerves and lower 
your efficiency. 





That is why so many companies have sound- 
conditioned their offices with Acousti-Celotex*— 
perforated fibre tile that blots up noise. They report 
increased comfort for their people . . . with fewer 
absences and less turnover. 

Hospitals, too, have learned that patients recover 
faster . . .schools find attention and behavior 

are improved . . . and churches report heightened 
interest on the part of their congregations. 





You are offered a free analysis of your own noise 
problem by a trained sound technician—your 
nearest distributor of Acousti-Celotex products. 


His judgment reflects the accumulated experience 
of a quarter century of sound conditioning .. . 
and the fact that more sound conditioning has been 
done with Acousti-Celotex products that with any 
other material. 


Look for him in your classified phone directory— 
or write us today, saying when you would like to see 
him. Sound conditioning is a sound investment. 


* 
REG. U.S. PAT. OFF, 


THE CELOTEX CORPORATION, CHICAGO 3, ILLINOIS 


{Like a Woodpecker 


TRADE pai REG. U. S. PAT. OFF. 


own Ctl then 


PRODUCTS FOR EVERY SOUND CONDITIONING PROBLEM 


158 THE MAGAZINE OF WALL STREET 


a han 





OS Sate” 








SARE aioe 





THE MAGAZINE OF WALL STREET 


C. G. Wyrcxorr, Editor-Publisher 


E. A. Krauss, Managing Editor 


ArtHuR G. GAINES, Associate Editor 


1907 - Over Forty Years of Service « 1948 


1S i a 
Economics >*"/;Securities~ + ~ 


Foreign Affairs / 


- + Politics « 





Industry 
Business 


The Trend of Events’. 


FOOD FOR THOUGHT... . While the Government’s 
decision to take over the railroads has averted a 
disastrous tie-up of the nation’s transportation sys- 
tem, the narrow escape from a most serious crisis 
must leave us all with a good deal of food for 
thought. The seriousness of resort to the strike 
weapon by the railroad unions can hardly be over- 
emphasized, for a railroad strike would present an 
even greater problem than the recent shutdown of 
the coal mines. 


After all, the railroads and their workers hold a 
monopoly position. This being so, they cannot be 
allowed to exploit their position to the detriment of 
the entire economy. It would be well if the railroad 
workers themselves recognized this fully and gave 
up their right to strike. If not, the necessity of 
strengthening the Railway Labor Act is obvious. 


There were two basic reasons for the creation in 
1926 of special machinery for handling railroad 
labor disputes, machinery which was further 
strengthened in 1934. One reason was that the rail- 
roads, by virtue of the public nature of their func- 
tion, are not in a position to bargain with the 
unions on the same basis as private industry. The 
railroads cannot shut down when they want to. 
They have to continue operations regardless of 
whether the Interstate Commerce Commission 
grants them freight rates which enable them to 
earn a fair return on their investment, or whether 
labor makes demands which they may regard as 
insupportable. 

The Railroad Labor Act was devised with this 
in mind, as well as the fact that such prohibitions 
should be twofold. For obviously it would be absurd 


to deny railroad management the right to interrupt 
operations and leave the public without transporta- 
tion, while at the same time recognizing the right 
of labor to do so—or even consider the possibility 
of such action. 


The heads of the railroad unions must be fully 
aware of their responsibility. Thus for them to in- 
dulge in strike threats can only be interpreted as 
open defiance of public opinion and reckless disre- 
gard of the public interest. To repeat, it might be 
well, in view of their position, for the unions to 
forego entirely the right to strike just as the rail- 
road managements forego the right to cease busi- 
ness. Unless the brotherhoods will take that step, 
sooner or later they will force upon themselves 
definite legal restrictions in that direction. One won- 
ders whether they will deliberately invite such 
action. 


ABOUT FACE... The Treasury’s surprise decision 
against any further increase in short term interest 
rates, widely expected in connection with the im- 
pending mid-year refinancing operation—is gener- 
ally viewed as a policy shift marking an important 
reversal in the Administration’s economic thinking. 
It means above all that there will be no further 
immediate credit squeeze. . 

It had been generally thought—and strongly ad- 
vocated by the Federal Reserve Board, that the 
interest rate on any new one-year certificates should 
be raised to 114% from the going rate of 114%. 
The decision not to raise the rate at this time is 
looked upon as a repudiation of Federal Reserve 
Board advice and assurance of maintenance of a 
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cheap money policy. As a result, Government bonds 
had their sharpest rise in the year immediately fol- 
lowing the announcement. 

The decision also tends to strengthen the long 
existing suspicion that the Administration, despite 
its lip service to an anti-inflationary policy, will not 
sit idly by for long if deflationary pressures should 
develop in the economy during the current election 
year. If so, the latest decision might well reflect 
official conviction that inflationary pressures are no 
longer nearly as strong as they were, that credit 
needs loosening, not a further tightening. 

The latter idea of course has for some time been 
propagated in connection with the rearmament pro- 
gram. Only quite recently, a Treasury spokesman 
stated that the preparedness program will require 
bank credits to fill defense orders. to such an extent 
that it might be necessary to encourage lending 
rather than restrict it, that thus the President 
might drop control of bank credit from his anti- 
inflation program, which in itself would constitute 
an important policy reversal. 

Behind this may have been the thought that the 
sharp drop in commercial bank loans during the 
first quarter of this year may indicate a tight credit 
situation facing manufacturers seeking funds for 
defense operations. However, the actual credit need 
for this purpose is far from clarified at this stage. 
It is difficult to believe, therefore, that this might 
be the enly or main reason for the Administration’s 
changed attitude. It may well reflect, in addition, 


abatement of former official inflation fears which ~ 


in itself would be a significant development. 


THIRD ROUND COMMENTS .. . The new tactics em- 
ployed both by management and labor unions in 
third round wage negotiations form an interesting 
commentary on the basic change in the position of 
either group. 

On previous occasions, industry could afford to 
acquiesce to wage demands, and raise prices accord- 
ingly, fairly secure that existing pressing demand 
would create no great problems. Today, it’s some- 
what different. Consumer resistance has _ been 
mounting and higher prices, embodying higher 
wage costs, would pose serious problems. Yet price 
increases would be necessary even in the face of 
rising consumer resistance, something that ulti- 
mately were bound to speed recessionary tendencies 
in the whole economy. 

A good many companies are known to have re- 
doubled their efforts to lower break-even points 
because present ratios of gross to net income offer 
no longer much of a cushion in the event of a re- 
duction in sales. And lower sales in many consumer 
goods lines would undoubtedly follow, should higher 
prices be required because of advancing wage costs. 

On labor’s side, there are various signs that be- 
speak a weakening of their bargaining. position. 
Strike deadlines are being extended in some cases, 
and some unions seem reluctant to face actual show- 
downs on wage questions. Contracts are being ex- 
tended in some instances; even strikes already 
called have been postponed for further negotiations. 
One reason is that some recent strikes have not been 
very profitable as witness the packing house 


workers strike, under way since March 16. The 
union recently had to redouble its picket lines to try 
to block a return-to-work movement, as companies 
broke off negotiations and reopened some plants. 
Hence, in some cases, the preference for contract 
extension rather than strikes, due in part also to a 
desire to await the outcome of wage talks, or 
strikes, in major industries which are expected to 
fix a national wage pattern for the coming year. 


Generally, wage increases so far agreed upon are 
smaller than those granted in the last two years, 
averaging below 10 cents an hour compared with 
1814 cents in 1946 and 15 cents in 1947. This in 
itself is a sign that labor is less sure of itself and 
of its case for higher wages; but also that industry 
is no longer in position to yield readily even if it 
wanted to. 


CONFUSION COMPOUNDED ... This is being said of 
ECA, the European Recovery Administration con- 
ceived in urgency but apparently implemented with 
considerable leisure, forced or otherwise. Mr. Paul 
G. Hoffman, its Administrator, after an auspicous 
start apparently has run into considerable delays 
and difficulties, not only in organizing the Agency’s 
staff but in obtaining decisions on major policies, 
and above all in obtaining the necessary funds to 
get going. 

In urging Congress to put “financial sinews” be- 
hind the recovery program, he stated that “we feel 
a great sense of urgency in getting on with our 
work.” And well he may. ECA has compelling rea- 
sons to decide a number of fiscal policies in the very 
near future so that the recipient countries will know 
where they stand. Speed in this direction is of ut- 
most importance if European recovery is not to be 
delayed, if the good that is hoped will come from 
the program is not to be jeopardized. 


Some major deadlines threaten the program. By 
July 3, the United States and each of the partici- 
pating nations are supposed to have concluded bi- 
lateral treaties setting forth in considerable detail 
just what each nation undertakes. Yet work on 
these treaties has only just begun, is still in a pre- 
liminary stage. 


The overseas organization which is supposed to 
submit programs to the ECA has only been set up 
and has not yet developed substantial plans for aid. 
Apparently the Europeans, too, have failed to appre- 
ciate the passage of time. And domestic staff organi- 
zation is far from completed. 


Difficulties and delays, of.one sort or another, were 


to be expected, of course, if only because ECA is © 


one of the largest and most complicated undertak- 
ings ever planned. But the fact remains, that six 
weeks after passage of the ERP legislation, hardly 
anything of a concrete nature has been done or 
settled. So far, most of the Marshall plan is still on 
paper. 


Yet plans must be made for the months ahead, 
pipelines filled with needed goods and commitments 
made for the purchase of supplies. Speedy congres- 
sional action to provide the “financial sinews” is 
called for, if the war against European hunger and 
disintegration is to be fought effectively. 
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As g See OL | BY CHARLES BENEDICT 


FATEFUL HOUR 


Y view with horror the situation which we 
have permitted to develop in Palestine. From a 
humanitarian standpoint we have throughout ex- 
hibited shocking callousness. Altogether — we are 
showing the poorest kind of judgment, the result of 
which is bound to boomerang and affect our stand- 
ing most seriously the world over. Even recognition 
— the logical step in view of UN authorization of 
partition — was handled 
ineptly. 
In the first place, it is 


CAN’T ANYONE STOP HIM? 


What will we do then? 

We would have to pay Russia’s price in appease- 
ment — which would come very high and might 
even include leaving the European continent en- 
tirely because it would be evident to the world 
by that time that Russia had won the tug of war 
between us. 

Far better if we act now to prevent a massacre 
in Palestine. It would sal- 
vage our status in the 
Middle East and Europe. 








monstrous that we should 
risk the annihilation of 
the Jewish pioneers and 
the refugee survivors of 
Hitler’s terrorism. Hav- 
ing won a victory over 
the desert lands which 
they have made into a 
garden spot to flower and 
produce, they are morally 
entitled to the fruits of 
their labor and to the 
homeland they have built 
through “sweat and 
tears.” If they refuse to 
be denied, they are well 
within their rights. 

The policy of the United 
States and Britain is fal- 
lacious in the extreme, for 
the Jews in possession of 
this strategic area would 
act as a safeguard, in pre- 
venting disturbances from 
being fomented by shifty 
Arab leaders who would 
like nothing better than 
to revenge themselves for 
a century of unpopular 
British rule, and who 
would traditionally resent 
the overlordship of any 








Security for our oil hold- 
ings would follow. And if 
we concentrate more on 
seeking our oil at home 
and press for new dis- 
coveries, we could not be 
accused of sordid motives 
at a time in history when 
we need the good will of 
the world. 

We have been _influ- 
enced too much to our 
detriment by Britain’s 
viewpoint persuasively 
presented by men like Sir 
Samuel Hoare who has 
been in this country for 
some months past. In at- 
tempting to straddle, we 
have presented a waver- 
ing attitude which has 
not served either the 
United States or Britain. 
Without our support, the 
intrigue of British poli- 
ticians in the Middle East 
would be obliged to come 
to an end, and the hardy 
and courageous people of 
“the tight little isle’’ could 
mend their fortunes in 
fabulous Africa and build 








Christian nation. Appeas- 
ing the Arabs, therefore, 
cannot lead to peace but only to eventual war when 
the number of pounds and dollars fails to satisfy 
the Arab leaders. ; 

No wonder Russia is so confident. She knows that 
a war in the Middle East will bring easy victories 
for her. It would not surprise me if the Russians 
came to the rescue of Palestine, should the Jews 
appear to be overwhelmed by the superior Arab 
orces, and in the process use this step as a move 
to realize their ambitions regarding the Dardanelles 
and Turkey — and not only present the world with 
a fait accompli, but do so with the applause of the 
world ringing in their ears as the benefactors of a 
persecuted minority. 
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Carlisle in the New York Herald-Tribune 





a new empire worthy of 
their glorious traditions, 
bringing prosperity to the motherland. 

By adopting a sound and common sense policy, 
it is my belief that we could readily end the aggres- 
sion in Palestine, for the Arabs know they cannot 
engage in a full scale war against the State of Israel 
without cutting their own throats, as they would be 
giving Russia the excuse she is looking for to pounce 
upon them. And they have neither the means nor 
the materiel to equip their vast manpower for 
modern warfare. 

As far as the oil is concerned, the Arabs are only 
too well aware that once Russia takes over, they 
would lose control of the Middle East oil and the 
vast revenue which is (Please turn to page 207) 
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Is Big Move 


Still Ahead? 


By all accepted standards, last week’s dynamic action indicates a bull market. Its 
scope and duration are unforeseeable, but we believe that the fundamental con- 
siderations are favorable enough to support a further rise of at least worthwhile 
proportions, possibly a major one. Pending market action in the wake of the Dow 
Theory bull market signal, we recommend maintenance of 75% invested positions. 


By A. T. 


be oward the end of last week the market 
“exploded” upward, abruptly ending some 18 
months of trading-range fluctuation. The Dow- 
Jones industrial average knifed through its signifi- 
cant test level — the 186.85 recovery top of last 
July — readily and decisively. The rail average had 
done the equivalent of that as early as January of 
this year; and it led the way in the general break- 
out with a further sharp rise. The accompanying 
volume of transactions was larger than had been 
seen at any time during the 1942-1946 bull market. 
Thus, the pattern of movement and volume indicates 
a bull market as convincingly as internal (or tech- 
nical) market evidence can ever do. 

Although it had not been possible to forecast so 
decisive a performance, it does not surprise us; for 
it was possible to recognize at least a good chance 
for an extended price rise and to take anticipatory 
action subject to, but without awaiting, more con- 


MILLER 


clusive trend evidence. Our Support Indicator, 
charted on this page, signalled an advance of prob- 
able importance, whether intermediate or major, 
some six weeks ago, when the industrial average 
was around 177 and the rails just under 54. Last 
week’s closing highs were 190.25 and 62.25, respec- 
tively. On the basis both of presumptive trend indi- 
cations and a clearly improved business prospect, 
we recommended a general 50% increase in stock- 
holdings — cutting advised reserves to 25% — in 


our market analysis of April 5 press date. The posi- © 


tion then taken is now both advantageous and 
comfortable. 


What Kind Of Bull Market? 


The behavior of the averages heretofore cited is, 
of course, a Dow-Theory “confirmation” of a bull 
market which, for rails, started from the low of 
last May at 41.16; and, for industrials, from the 

October, 1946, closing low of 163.12, 
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although the latter level was virtually 
duplicated at about this time last year 
= and again very closely approached 
320 
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gence from a long-standing trad- 
ing range, would have to be ac- 


ever, these characteristics cannot pro- 
vide any assurance as to how long the 
indicated primary trend will endure 
or how far the averages may rise. 
No experienced investor need be told 
that bull markets vary greatly in 
duration and scope. Some have run 
for a few months, some for three to 
five years. From the recognition, or 
“confirmation” point (in this case 187 
for the industrial average), additional 
advances have in some instances been 
relatively small, in others great. 
Whether measured from the _ bear- 
market low or the break-out point of 
187, this one “took off’? from a far 
higher price level than any previous 
bull market. That is one fact to con- 
sider, although not inevitably a con-| 
trolling one. With respect to time, we. 
are inclined to rate it as a fairly young 
bull market. To say that it began for) 


THE MAGAZINE OF WALL STREET 


cepted as the identifying technical | 
characteristics of a bull trend. How- | 


(165.39) in March of this year. Re ~ 
gardless of Dow Theory, the zig-zag 
upward pattern, and the final emer- | 
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the industrial list, which is 
the key sector of the 
market in total value and 
in investment interest, in 
either October of 1946 or 
May of 1947, is only tech- 
nically true. The positive 
change in sentiment, the 
sustained movement and 
the great bulk of the net 
rise in broadly representa- 
tive price indexes, such as 
those of the Magazine of 
Wall Street, date only from 
mid-March, 1948. 

Since the potentiality can- 
not be indicated either by 
any technical method or by 
precedent, decision must in 
large measure rest on a 
carefully reasoned opinion 
as to how bullish are the 
basic motivating forces, 
which are prospective busi- 
ness activity, corporate 
earnings, dividends, the 
money supply, price-earn- 
ings ratios and yields — 
plus the all-important mat- 
ter of investment confi- 
dence. It has to be ac- 
knowledged, of course, that 
there has always been a 
wide margin for possible 
error in all such efforts at 
rationalization, for human 
hopes and fears make ade- 
quate objectivity difficult; 
and the market is always 
pretty much a state of 
mind, influenced more by 
psychological imponder- 
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facts and statistics. 

With due recognition of 
the margin for error, it is nevertheless our opinion 
that the sum total of the fundamentals is bullish — 
bullish enough to support a fair-to-broad further 
rise, subject to no more than normal technical cor- 
rections; bullish enough to require that the benefit 
of any doubt be given to the optimistic side. 

It is, of course, nothing new that business and 
earnings are excellent, dividends at record levels 
and rising. Were earnings and dividends valued as 
they were at the 1937 market high, stock prices 
could have a decidedly worthwhile advance from the 
present level. Were they valued at anything like the 
1929 relationships, the market could have a very 
great additional rise. What has been lacking here- 
tofore was longer-term investment confidence. 


The Factor Of Confidence 


There has now been a real lift in confidence. We 
can see a distinct possibility—even a probability— 
that this will be maintained, and that it will get 
stronger, for some time to come. We believe it rests 
on a combination of considerations which cannot be 
accurately rated in order of their individual impor- 
tance. They are as follows: 
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(1) A growing investment conviction that fears 
of significant business recession can be put aside 
for an indefinite time to come, as a result of pros- 
pective national defense spending and the European 
Recovery Program, both superimposed on large 
unsatisfied demands for consumer goods and capital 
equipment. 

(2) Growing hope of adequate stability in wages 
and prices, with both inflation fears and serious 
price deflation fears significantly relieved. 

(3) Growing belief that military war with Russia 
is improbable at this time but that this will not alter 
either our foreign policy or our defense prepara- 
tions. 

(4) The influence of the income-tax cut on 
wealthy investors, especially the community-prop- 
erty provision, which is regarded as permanent. A 
recent sample survey of upper-bracket taxpayers 
indicated that an average of 74% of the tax reduc- 
tion would be retained as savings, that 52% of the 
added savings would be invested in common stocks, 
and that over a fourth of those questioned plan to 
transfer, because of the tax cut, some of the funds 
now invested in bonds into common stocks. (We 
suspect that this type (Please turn to page 207) 
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; battle to freeze 
wages and push down prices, as 
exemplified by the action of lead- 
ing steel and electrical companies, 
has introduced a new element in the wage-price 
outlook and indeed into the entire inflation-deflation 
problem. This battle may be won or lost during the 
next two months when the outcome of labor’s third 
round wage boost efforts will be known. In the 
meantime, with big industry committed to a hold- 
the-line policy, we are facing a new wave of indus- 
trial strife which may test exhaustively the efficacy 
of the Taft-Hartley law. At stake is the question 
whether we shall definitely remove any prospect of 
run-away inflation. 

There is widespread conviction that unless the 
dog-chase-tail race between wages and prices can be 
stopped soon, it cannot be stopped at all short of 
the inevitable boom-bust cycle, ending in serious 
depression. Industry realizes this and is acting ac- 
cordingly. Significantly, third round wage increases 
thus far granted did not start, as in round one and 
two, in the big mass production industries but 
among secondary and smaller industries which were 
hardly strong enough to initiate a policy of resis- 
tance. Yet whether the third round wage pattern in 
big industry will be actually zero remains a doubtful 
question. If so, or nearly so, it will however mark a 
definite turning point in the fight against inflation. 

From various viewpoints, industry’s stand 
against further wage increases comes at a pro- 
pitious time. The cost of living has advanced rela- 
tively little during the past year, less than 7%, and 
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the uptrend recently flattened out with food prices. 
particularly tending lower. Also, the new tax re- © 
duction automatically will provide more take-home © 
pay, in part at least offsetting last year’s advance in 
the cost of living without increasing industrial pro- 
duction costs. Thus for the first time in years, labor 
is getting a pay increase which is not eaten away 
by higher prices. 


A Propitious Moment 


At the same time, industry’s new experiment in 
preventing another upward spiral comes at a time 
when inflationary and deflationary forces in our 
economy appear to have come into uneasy. balance. 
To consolidate this balance now or better still, to 
work towards gradual price adjustment on the 
downside, would be of enormous aid in strengthen- 
ing and prolonging postwar prosperity and stability. 
Without stabilization of wage scales, however, this 
can never be achieved. Without it, further price in- 
flation would be followed by a goods inflation, the 
first signs of which are already discernible here 
and there, serving notice that even with extraordi- 
nary stimulants such as foreign aid and prepared- 
ness spending, inflation can no longer be the order 
of the day unless purposely prolonged and promoted 
by artificial shortages due to strikes, or by un- | 
reasonable wage demands that make higher prices | 
inevitable. 

In the light of this, the attempt to achieve price 
stavilization through exemplary price reductions and 
resistance to new wage demands is an experiment | 
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certainly worth trying, and labor 
has it in its hands to make it a 
success. Nor need it be doomed by 
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revival of Government spending 
so long as the admittedly infla- 
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the deflationary forces beginning 
to be felt. 
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Reassuring Words 


In this connection, reassuring 
words have come from high C 
quarters. Edwin G. Nourse, top = 
man in the President’s Council 
of Economic Advisers, has ad- 
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mitted that “prospects of an ar- §* 
rest of inflation are a little 7 
brighter.” Paul G. Hoffman, For- 42; 
eign Aid .Administrator, feels 
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Plan will not upset the price 
structure in this country. And ; 
finally James Forrestal, top civilian in the nation’s 
defense set-up, believes that armament expenditures 
do not have to be increased to the point where the 
economy will be jeopardized. 

Existing deflationary forces in our economy, 
though still mild, are nevertheless unmistakable. 
The money supply, increase of which was the pri- 
mary cause of inflation, has declined since early 
this year and now is not significantly larger than 
a year ago. Business loans have dropped off half a 
billion dollars since the turn of the year, contrasting 
with an increase of almost three-quarters of a bil- 
lion in the same period last year. Above all, pipe- 
lines hold far more goods. And while building costs 
are higher, they are meeting resistance not only 
from home buyers but from mortgage lenders. 

Most heartening of all, as a check to inflation, are 
the indications that food prices may tend to ease 
rather than advance as the year goes on. Consumer 
resistance encountered in apparel and furnishings 
sales this spring suggests that prices in these cate- 
gories, too, may be topping out. Food and clothing 
are the most impertant segments of the cost of 
living. The prospect for lower, 





ing production making for greater ease in supply 
and a gradual shift from sellers’ to buyers’ markets. 
Food consumption, too, has apparently reached a 
peak, no longer subject to any great expansion. And 
wherever such trends develop, it finds quick reflec- 
tion in prices, in sales policies, in inventory policies. 
“Quota selling” by manufacturers, widespread until 
fairly recently, is fast disappearing, particularly in 
soft goods lines. Inventory accumulation, after hit- 
ting a peak of over $41 billion, has slowed to a 
crawl with little inclination to expand stocks still 
further. 
Latest Price Trends 


Most raw materials are becoming abundant ex- 
cept metals. Spot prices have turned down since 
mid-April, reflecting the petering out of the war 
scare price boomlet that followed the President’s 
preparedness proposals. While the price reversal 
has not yet filtered through into wholesale and in- 
dustrial raw materials prices, this is not at all 
impossible. It is becoming apparent that industrial 
buying for European aid is not likely to be large this 





or at least no higher prices for 
them, shoud have an influence on ations 
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There are other indications 
that a balance, if not yet fully 
achieved, is at least approaching. ] 0 
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Prices have been edging down on 
a variety of materials and prod- 


ucts including some of the dur- |,, 


























able goods. Prices for shoes and 
women’s apparel are easing. + 








Radios are running into sales re- 
sistance. Vacuum cleaners are 
close to a replacement market, L 
as are many minor appliances. 





40 


\ 
\ 
| \ 





| a | 


\ 


























| | 





















































| | 
I | | 
Elsewhere the gap between de- }*° | | ) 
mand and supply has noticeably | | oy |_| 

t g aa I | oe" na & ” OTHER SECURITIES ! - 

narrowed, chief exception being rr ps aoe ae A sopory ‘oe ae ee teeoge | 
automobiles. ) aaa) inde a eS | |_| 2a 

1924 1926 1928 1930 1932 1934 1936 1938 1940 1942 1944 1946 1948 


Back of these trends is mount- 








MAY 22, 1948 








year; industrial prices, as a consequence, may like- 
wise soften. 

In short, commodity market action may soon 
answer the question whether another price spiral 
has been circumvented. If so, the firming industry 
stand against third round wage hikes will have at 
least in part contributed to this development. 

All of which, though hardly fully” conclusive, 
strengthens the belief that postwar price inflation 
has passed its peak, and certainly that deflationary 
and inflationary forces are coming into fair balance 
for the time being at least. The balance as yet is 
rather precarious and could easily be upset. There 
are many unknown elements in the outlook includ- 
ing the scope and the rate of preparedness spending 
which in turn may largely depend on the unpredict- 
able course of international affairs. And the balance 
would definitely be upset if labor’s third round wage 
demands can be forced on industry, in full or in 
major degree. 


Official Policy Considerations 


Official policy also enters heavily. The Adminis- 
tration at bottom seems to be committed to infla- 
tion at least until after the elections to prevent any 
pre-election let-down in business. Apparently the 
decline in business loans, frequently an early symp- 
tom of recessionary trends, has alarmed Washing- 
ton into the recent surprising reversal of its former 
attitude towards inflationary bank lending. To com- 
bat the latter, not so long ago, official Washington 
urged its curtailment and asked for further con- 
trols over bank credit. More recently, and quite 
suddenly, Treasury spokesmen ‘opined that the re- 
armament program will require a more liberal bank 
credit policy to fill defense orders, thus one should 
encourage lending rather than restrict it. 

This line of thinking only just now has resulted 
in another policy reversal. Contrary to earlier im- 
pressions that a further rise in certificate rates was 
impending, the Treasury suddenly announced what 
apparently amounts to a “freeze” of the present 
one year money rate, quite obviously to sustain the 
current business level in the face of anticipated de- 


flationary tendencies. The possibility of a bogging 
down of the third round wage drive may well have 
een an important factor in this decision. 

To what extent this sudden concern for seekers of 
credit will fan inflationary fires remains to be seen. 
Earlier official policies no doubt contributed 
markedly to curtailment of business loans but in 
part at least, and perhaps a goodly part, the con- 
traction that has occurred was also of a seasonal 
nature and may continue till mid-year when a pick- 
up usually occurs. Greater caution towards finan- 
cing of inventories may also have been a prominent 
factor. 

Reversals in attitude of this kind emphasize the 
need for realistic thinking, for not being swayed by 
exaggeration of the new demands which, even 
official spokesmen admit, are fully manageable in a 
free economy provided that budgetary inflation is 
avoided by elimination of unwise or unnecessary 
Government spending; and also provided that the 
productive process henceforth is stimulated without 
recourse to inflationary methods of financing. 

What we need, in short, is a pause in the infla- 
tionary trend to strengthen the forces making for 
price stabilization. Industry is attempting just that 
by refusing new wage demands and offering price 
reductions. It is an effort that should be given full 
chance to work out. It is, also, an experiment that 
may or may not work, and offering price reductions 
in the circumstances is a calculated risk. But alto- 
gether, the new industry policy represents a promis- 
ing deviation from the old pattern of successive 
wage-price spirals that can do little more than 
bring us nearer to the brink of deadly run-away 
inflation. 

What Might Have Happened 


Without the deflationary symptoms outlined in 
the foregoing, it is safe to assume that imposition 
on our already strained economy of foreign aid and 
rearmament might well have had explosive effects 
in the field of prices. That nothing of the sort 
occurred must be viewed as added evidence that the 
pendulum is swinging towards at least a moderate 
degree of price deflation. This trend, welcome as it 
must be to all of us, could however be effec- 
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tively reversed by another full turn of the 
wage-price spiral. If not, the deflationary 
trend is likely to continue, relatively slow 
and gradual, and probably quite irregular 
in nature, thanks to diversion of production 
to foreign aid and defense requirements 
without which a sharper reversal would 
probably be witnessed by now. 

For the time being, third round wage de- 
mands in major industries appear stopped 
dead and lower prices for certain steel and 
electrical products are probably discourag- 
ing price boosts elsewhere in industry. 
Should price-cutting spread, it will undoubt- 
edly further lower inflationary pressures; 
by the same token, we may anticipate a 
stiffening employer attitude towards new 
wage demands in other industries. And in- 
ventory building undoubtedly will further 
lose in popularity as lower-priced goods 
come on the market. This anticipated train 
of events is however surrounded by a great 
many “ifs”, the biggest being labor’s final 
attitude in the wage controversy. A crucial 
test lies ahead! 
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First Quarter 


Corporate Reports 
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By J. C. CLIFFORD 


») hat industry as a whole has made an 
auspicious start in establishing its 1948 record is 
pretty clearly proven by a large number of first 
quarter earnings reports that have come to hand. 
When the tally is complete, it probably will be found 
that aggregate net earnings are closely comparable 
to the excellent showing for the preceding quarter 
ended in December 1947, and substantially above the 
first quarter of last year. 


Results Good Despite Spottiness 


While the over-all picture for the early portion 
of the current year is heartening, to say the least, 
study of the reports reveals quite a lack of uni- 
formity in the accomplishments of various indus- 
tries. Some major segments in the economy report 
a marked uptrend in net earnings, the result of 
improved operating conditions, enlarged capacity 
and well sustained demand. Other industries, how- 
ever, apparently are beginning to feel the impact 
of highly competitive influences, though this factor 
as yet does not involve price cutting of any impor- 
tance. More liberal outlays for promotional ex- 
penses, plus higher wage and material costs in the 
latter groups have tended to offset large volume. 
Hence a downtrend in profit margins and net earn- 
ings has been characteristic in more than one in- 
dustry. On balance, the picture is encouraging, as 
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we have said, but broken 
down to group and company 
levels, its mixed aspects in- 
vite considerable study. 

In general, sound units in 
the oil, machinery, mining, 
electrical, textile, and auto- 
mobile industries appear to 
be doing exceptionally well 
earningswise, although ex- 
cept in the case of the petro- 
leum group, the progress 
achieved has been by no 
means consistent by indi- 
vidual concerns. Plenty of 
companies in various indus- 
tries could be cited where 
net earnings have held fairly 
stable compared with a year 
ago. 


Narrower Profit Margins 


Broadly viewed, though, a 
good many concerns in the 
steel, retail, radio, metal 
products, liquor and food in- 
dustries reported net earn- 
ings in the first quarter that 
reflected sharply narrowed 
profits margins, due to one 
handicap or another. Here, 
too, there were the usual ex- 
ceptions to the general rule, 
and in making comparisons 
with results for either the 
first or last quarters of 1947, 
the picture is more than ever 
mixed. 

Judged by prewar stand- 
ards, the net earnings of a 
vast majority of corpora- 
tions in the first quarter were high enough to war- 
rant a good deal of confidence, if not enthusiasm on 
the part of shareholders. This is especially true in 
view of the factual evidence that overall activities 
in the economy show no signs of slackening, and 
well predicted hopes that a few industries report- 
ing lower earnings in the first quarter may soon 


_reverse this trend. 


According to a survey of 430 representative con- 
cerns made by the National City Bank of New York, 
their aggregate net profits in the first quarter were 
about $862 million compared with $882 million in 
the final quarter of 1947 and $700 million in the 
March quarter of last year. As for manufacturers 
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Record of Quarterly Earnings of Selected Companies 
‘Net Per Share 

Ist Quar. 1948 = 4th 3rd 2nd Ist Quar. 1947 

Net Per Oper. Quar. Quar. Quar. NetPer Oper. 

Share Margin 1947 1947 1947 Share Margin 
Allis Chalmers $ .88 NA. $ .97 $ .76 $ .94 def$.98 NLA. 

American Brake Shoe... .78 8.0%  .96 83 93 1.39 10.8% 
American Cyanamid _...... .78 7.2 92 46 .66 92 8.3 
American Viscose _........ 3.30 23.0 1.80 2.71 2.14 1.82 16.3 
Armco Steel ....____.__... 1.45 N.A. 2.04 1.76 1.88 1.76 N.A. 
Atlantic Refining . mS 18.9 1.72 1.53 1.12 95 13.8 
Atlas Powder _...__......._ .79 6.4 1.87 1.51 1.55 1.87 11.4 
Bethlehem Steel 155 116 2) 96 120 161 14.1 
Bark, Wamor (2,82 15.0 1.78 R37 2.20 1.93 13.6 
Chrysler 171-80 2.22135 1.68247 
Coca-Cola ne 13942580 3.049 84 NA. 
Coin Products Ref... .26 ~=—-N.A. 68 1.46 1.32 1.89 N.A. 
Continental Oil aol 2.92 25.5 1.37 1.84 2.02 1.38 26.2 
Continental Can _...... 4.29 44.9 3.88 3.26 2.75 2.22 38.0 
Du Pont 2.46 25.5 2.61 2.14 2.53 2.60 v4 AY 
General Foods .............. 1.24 10.2 1.16 76 Bt 98 10.3 
General Motors _..... bay 8 20.0 1.62 1.65 1.66 1.31 17.4 














































































































iimanaroten 1.73 17.6 1.29 1.24 1.02 1.06 22.0 
International Bus. Mach... 2.67 N.A. 2.36 2.50 2.40 2.12 NLA. 
Hudson Motor Car... .80 NLA. 33 75 1.10 99° ~—=ONLA. 
Lone Star Cement............. . 6 24.0 1.90 1.97 1.57 1.24 27.7 
Marshall Field 0... «=.85 NLA. 1.74 1.05 1.07 1.24 NA. 
Mean Gor. 4D 12.4 2.47 1.70 1.55 1.61 15.4 
Mid-Continent Petroleum _.. 3.77 37.8 2.62 2.00 2.79 2.08 33.6 
‘Minneapolis-Honeywell ... .65 N.A. 1.62 a7 1.13 1.38 N.A, 
Monsanto Chemical ..... .85 16.8 .73 .70 1.04 1.19 22.5 
National Biscuit 0. = 469 11.0q N.A. 69 83 1.01 16.84 
Notional Cash Register........ 2.04 16.0qa 2.32 1.56 1.62 1.46 15.2a 
“National Distillers 000... .69 NLA. 1.67 49 94 1.47 NLA. 
National Steel ........ 3.88 N.A. 3.11 3.05 2.59 3.28 N.A. 
National Supply .. .73 7.6 80 1.93 1.58 1.25 11.2 
Packard Motor 0... .09 4.1 ai 11 def.04 def.08 tae 
Penta & Ford. 2B 25.5 1.40 1.33 ay 1.02 51.6 
Phillips Petroleum . 3.00 36.0 2.51 2.06 1.88 1.26 30.3 
Radio Corp. of America... .36 12.8 4l ey .24 .28 11.8 
Republic Steel 1.54 11.8 1.32 1.05 84 1.96 17.8 
oe je rr 96 28.0 98 .62 .73 63 27.4 
Ruberoid cele MBS 15.6 2.79 2.53 2.85 2.71 16.2 
Scott Paper .......... Hebets: 8.5 87 75 75 -65 6.8 
Shell Union Oil... 2.15 26.5 1.57 1.14 92 81 18.6 
Ok eS). i: 35.6 7.79 5.93 4.78 2.97 26.0 
Standard Brands ........... .86 LA. 81 43 14 94 8.1 
Standard Oil of Calif... 2.85 35.3 3.13 1.98 1.72 1.42 31.5 
serng Drug... 1.07 19.2q = .44 83 86 96 19.44 
Tide Water Associated Oil.. 1.71 28.2 1.86 1.08 86 77 22.2 
Timken Roller Bearing... 1.39 NA. 81 .74 1.61 1.43 NLA. 
Union Bag & Paper... 2.46 33.5 1.93 2.39 2.42 2.10 34.0 
Ay ieee) | 16.8 2.69 2.58 2.65 3.78 20.8 
Wheeling Steel .............. 4.09 26.0 2.74 3.84 4.19 4.38 31.7 





Youngstown Sheet & Tube... -3.83 18.2 3.49 2.88 2.56 4.38 20.5 





N.A.—Not Available. 
a—Net Before Taxes. 























In weighing these comparisons, it 
should be realized that aggregate cap- 
ital and surplus of this group had risen 
to $19.7 billion by the end of March in 
the current year, compared with $17.6 
billion last year. This fact carries sig- 
nificance in comparing returns upon 
net worth, as well as considerations of 
net earnings, and will be interesting to 
study when complete returns for all 
corporations become available. 


Funds for Expansion 


A sizable proportion of last year’s 
accumulated earnings and new capital 
was utilized for the enlargement of 
capacity, but during completion of ex- 
pansion programs this was a drag upon 
overhead and senior carrying charges. 
As new facilities gradually became pro- 
ductive last year, it was natural for 
sales and earnings to expand, though 
not necessarily at a pace to permit net 
earnings in relation to net worth to 
reach a desirable ratio. Since 1948 ex- 
pansion programs envisage total out- 
lays of several billion dollars more than 
last year, interim earnings reports will 
continue to be somewhat affected by 
the above factor, benefitting where con- 
struction and modernization plans 
reach completion, but otherwise re- 
strictive. 

Quarterly net earnings as reported 
for the first period of 1947 have lost 
none of the distortive features so char- 
acteristic of postwar years. True, the 
broad trend to create reserves against 
potential inventory losses shows signs 
of moderating somewhat. Now that in- 
ventory controls have become better 
and many concerns have revised their 
accounting methods to use LIFO, inven- 
tory dangers have lost a measure of 
their threat. Consequently it begins to 
look as if the trend to deduct increas- 
ingly large sums from earnings to 
establish inventory reserves is at least 
levelling off in many instances, for ade- 
quate protection appears in sight. 

Managements in many directions, on 
the other hand, have found other good 
excuses for reporting net earnings on 
more conservative lines than formerly. 
The most serious problem facing indus- 
try seems to be the marked inadequacy 
of depreciation rates allowed by the 
Treasury Department. Concern after 
concern continues, as was the case last 
year, to deduct large sums from earn- 
ings after taxes as partial offset for 





- alone, statistics covering about half of them indi- 
cate that the picture is mixed, but that on balance 
net earnings were only about 1% lower than in the 
last three months of 1947, and 22% above the first 
quarter a year ago. 

Based upon net worth of the 430 concerns men- 
tioned above, net earnings in the recent quarter 
were about 17.5%, against 20.1% in the previous 
quarter and 15.9% for the 1947 first three months. 
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high replacement costs. Not content with this, they 
have sometimes gone a step further by shaving 
earnings to allow for unexpected costs of new con- 
struction. While shareholders eventually will be 
the gainers by such conservative accounting, these 
adjustments at the moment do not serve to pro- 
vide a really true picture of net earnings, for ac- 
cording to individual circumstances they can result 
in either under- or overstatements. 
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To gain a clearer idea of the 
earnings trends that developed 
during the first quarter, it is 
necessary to study the general 
status of various industries and _ 
to uncover the divergent results 
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ponents. Far and away the most 


spectacular gains thus far in 1948 
have been made by the petroleum 
industry. Demand in this field 
has so sorely taxed capacity, that 
it is difficult to name a well situ- 
ated concern, large or small, that 
has not reported unusually satis- 
factory earnings. Several boosts 
in the price of crude last year, 
topped by an advance of 50 cents 
per barrel in December; impres- 
sively widened profit margins of 
this group, despite a rise in wage 
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and other costs. Since production 80 

and sales continued to swell dur- 

ing the first quarter, net earnings 

benefitted correspondingly. ae SS 
Among a long list of oil com- . 

panies enjoying record breaking P 


profits, we cite Phillips Petroleum 
which in the first quarter re- 
ported a sales gain of 60% com- 
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pared with the same period a 
year ago, and a relative gain in net earnings of 
about 200%. On the same basis of comparison, both 
sales and net earnings of Standard Oil of Ohio and 
Union Oil were about doubled. Shell Union came 
near tripling its net earnings, reporting almost $29 
million in the March quarter against $10.9 million 
a year earlier. 

Skelly Oil Company is beginning to reap a har- 
vest from its long program of plowing back most 
of its net earnings to increase capacity. Sales of 
this concern in the first quarter soared to $40.8 
million compared with $23 million in the compara- 
ble 1947 period, registering a gain of 77%, but net 
earnings per share climbed to $9.13, up 210% com- 
pared with $2.97 a year earlier. Operating margins 
widened from 17.2% to 29.2% during the same two 
quarters, a fairly representative showing for the 
oil industry as a whole. The sharper gain in net 
earnings is also characteristic of the oil producers, 
because depletion and depreciation charges are rel- 
atively stable, and in failing to keep pace with sales 
gains tend to swell net profits rather abnormally. 


Steel Industry’s Experience 


The general experience of concerns in the steel 
industry during the first quarter of the current year 
involved higher sales but a moderate decrease in 
net earnings. A group of 29 steel companies studied 
by the National City Bank enjoyed a volume of 
about 20% over last year’s comparable period, but 
their net income declined by 6%. These composite 
results, though, do not reveal the divergent show- 
ings of individual concerns. 

Net profits of Granite City Steel Co. more than 
doubled those of a year ago. Portsmouth Steel and 
Armco (formerly American Rolling Mill Co.) re- 
ported earnings about steady. Crucible Steel’s 


quarterly net earnings dropped to around $567,000 


from a level of $891,000 a year earlier. Sales of 
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Jones & Laughlin topped all previous quarterly 
records, but though volume was $19 million more 
than in 1947, net profits for the later period were 
reduced by $1,187,000, due to increased costs of 
ever description. 

Net earnings of Inland Steel gained consistently 
during the last four quarters in a row, amounting 
to $1.76 per share in the latest period as against 
$1.06 a year before. As for United States Steel, this 
huge concern netted $33.9 million in the March 
quarter, higher by $4.6 million than in the Decem- 
ber quarter, but off by $5.3 million compared with 
the first period a year ago. The foregoing evam- 
ples reflect the varying impacts of rising costs upon 
the steel industry, despite its vast volume. 


Manufacturers of, Durables 


The continuing strong demand for durables, 
along with increased production, enabled sales by 
many manufacturers in this complex field to rise, 
although net profits generally did not show corre- 
sponding gains. Among concerns that registered 


_ substantial gains earningswise in the first quarter 


might be mentioned Caterpillar Tractor, with net 
of nearly $3 million up from $1.7 million in the 
first period of 1947. Net earnings of Mullins Manu- 
facturing Co. rose some 50% during the course of 
a year, due to larger sales of kitchen equipment 
and automobile parts. Budd Company also gave a 
good account of itself, reporting higher sales and a 
rise of almost 60% in net earnings in comparing 
the first quarters of this year and last. Good busi- 
ness in both railroad and automotive equipment 
accounted for the improvement, along with good 
cost control. 

Varied results were reported by manufacturers 
of office equipment. Burrough Adding Machine Co. 
pushed its sales up 55% above the level early in 
1947, and wider oper- (Please turn to page 206) 
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By WARD GATES 


ve the past several years, very little new 
investors’ money, particularly in relation to exist- 
ing capital needs, has found its way into industrial 
enterprise. As capital needs for postwar expansion 
and for doing business in an inflationary boom rose 
precipitately, the hunt for risk capital turned from 
small to big business and corporations increasingly 
were forced to depend primarily on bank borrow- 
ings and accumulated profits for sources of funds. 

To remain in a sound and healthy condition, indus- 
try must have enough new money for financing pro- 
duction and maintaining or enlarging plant and 
equipment. It must also maintain adequate cash 
reserves to take care of emergencies. These needs 
are fundamental; if they are not met we can hardly 
have sustained prosperity. 

In the past, private “venturing” took care of most 
of these needs but the situation has changed. And 
while commercial banks and other institutional 
lenders such as insurance companies stand ready to 
tide industry over periods when the public is un- 
willing to invest part of its savings in corporate 
equities, they regard this primarily as temporary 
financing. This makes it rather obvious why corpo- 
rations are reluctant to obtain through debt bor- 
rowing the funds needed to build new factories or 
to buy new machinery. These are permanent or 
long-term capital assets whereas loans are but tem- 
porary. Repayment can cause severe financial strain 
and moreover, when this type of borrowing be- 
comes too heavy as is now the case, money rates 
begin to harden and funds are more difficult to 
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obtain. Yet in the recent past there was 
little that business could do about it. The 
shortage of risk capital left no other 
course, if postwar capital needs had to be 
satisfied. 


veloping into a major threat to the nation’s 
prosperity. Industry’s postwar expansion 
is far from complete but doubt over its 
ability to proceed with it, for lack of ven- 
ture capital, may develop into one of the 
greatest single threats of recession. Ulti- 
mately this threat, despite the artificial 
stimuli currently present in our economy, 
will become a fact unless the flow of sav- 
ings can once more be induced in greater 
measure into job-producing channels. 


A Two-Fold Problem 


Our basic difficulties are actually two- 
fold. Not only are we beginning to suffer 
from a shortage of capital but also from 
unwillingness to risk it for venture pur- 
poses because of lack of incentives. For 
years, individual investors have refused to 
invest their savings as risk capital and 
the sluggishness of this flow has become a 
matter of considerable concern. 

As to capital needs, recent developments 
have demonstrated that we are not gener- 
ating enough funds to perpetuate the pres- 
ent high-level business activity beyond the 
time when the extraordinary stimuli such 
as inventory expansion, foreign aid, re- 
armament and war-deferred demand for 
consumer and producer goods have worn themselves 
out. It has been estimated that some $48 billion of 
new funds were needed last year to finance capital 
expenditures by business, individuals and local gov- 
ernments. This compares with $40 billion in 1946 
and $16 billion in 1939. 


Inadequate Savings 


Broadly, the fact that funds for expansion of 
productive capacity are less readily available today 
may be explained in part by the inadequacy of 
savings at a time when capital investment con- 
tinues at a vigorous pace. Liquid savings by indi- 
viduals last year amounted only to some $9 billion 
compared with $14.5 billion in 1946 and $36.9 bil- 
lion in 1945. They are currently about as high as 


an 1941 when the national income was 40% of what 


it is today. 

Undistributed business profits have risen to about 
$10 billion last year, far from enough to fill the void 
when personal savings are so low. And while depre- 
ciation reserves of business are high in terms of 
dollars, they probably do not cover replacement 
costs at present prices. It is of course difficult if not 
impossible to estimate the gap between savings and 
the need for funds, but we get some idea of it 
when we consider that over $9 billion of new bank 
credit was required last year to supplement the 
savings of corporations and individuals. 

The fact that the last year or so saw a substan- 
tial and sharp rise in yield rates and a decline in 
the price of corporate bonds and other income 


‘securities speaks eloquently for the reality of the 
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It is a situation that is now rapidly de- . 
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gap between savings and the economy’s need 
for capital. We have been trying to finance 
a substantial rise in industry’s working 
capital needs and, simultaneously, to raise 
the level of production to a new peak, to 
make up for wartime deficiencies and to de- 
velop new industries. The task would have 
been much easier if capital needs had not 
been inflated by the rise in prices and, con- 
versely, if inflation had not so sharply re- 
duced the rate of savings. The latter is one 
important reason why current savings are 
inadequate to meet capital needs. But even 
more important has been the tax barrier to 
the accumulation of savings and to their 
employment in productive enterprise. 

To understand the changes that have 
taken place in this respect, a glance at the 
accompanying tabulations is sufficient. Ever 
since the late Twenties, the percentage of 
new corporate security issues, and particu- 
larly of new capital issues, has been but a 
small fraction of what it used to be. As far 
as individual savers were concerned, the 
trend has been towards security rather than 
venturing when it came to the investment 
of funds. Personal savings today, though 
considerably below the abnormal wartime 
peaks when lack of spending outlets forced 
people to save more, are still about three 
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Personal Savings and Capital Flotations in Relation to 
National Income | 

Personal New New 

Savingsof %W%of Corporate % of Capital Yo of 

Individuals Disposable Issues* National Issues National 
Year ($ billion) Income ($billion) Income ($billion) Income 
er 22 _-. Saat 45% $10.02 11.5% $8.64 9.9% 
Ac) ips ~. “Ee 3.9 5.47 7.3 °4.94 6.8 
| Sena 2.9 2.58 4.4 1.76 3.0 
1932 0. 43 —2.9 0.64 1.5 0.26 0.6 
ite —!.2 —2.6 0.38 0.9 0.15 0.4 
1934 2. 0.2 —0.5 0.48 1.0 0.18 0.4 
> eae 1.7 3.0 2.26 4.0 0.41 0.7 
an 3.6 8.5 4.57 7.0 1.21 1.8 
ae a. 3.9 5.5 2.43 a3 1.22 1.8 
ee so .. GF 1.5 2.14 3.2 0.87 1.3 
2. ey 3.8 2.11 3.0 0.38 0.5 
| es 3.7 49 2.76 3.3 0.73 0.9 
| een 7 10.6 2.61 2.5 1.05 1.0 
| a . aa 21.8 1.04 0.7 0.62 0.5 
we . 9 22.8 1.06 0.6 0.37 0.2 
J . gee eee . 35.6 24.4 3.12 1.7 0.67 0.4 
(94 1 = ZEG 19.3 6.20 3.4 1.27 0.7 
eee 14.8 9.3 6.50 3.7 3.56 2.0 
4 os: IGS 6.2 6.23 3.0 4.75 2.3 

*—Includes refunding issues. 




















times those of 1929; whereas in the latter year 
some 414% of disposable income was saved, last 
year it was 6.2%. But by way of contrast, new 
corporate issues last year dropped to 3% of national 
income compared with 11.5% in 1929, and new 
capital issues (new money) to 2.3 from 9.9%. At 
that, only about one-fourth of new capital issues 
last year consisted of stocks (common and pre- 
ferred) ; the remainder were bonds and notes. 
What happened was that ever since the early 
Thirties, the bulk of the people’s savings went into 
bank accounts, into life insurance and, during war 
years, into Government bonds and similar indirect 
investments rather than into equity securities. Thus 
during 1930 and 1946, savings invested in life in- 
surance grew from $13.69 billion to $40.8 billion; 
savings banks deposits 


years of that decade, there was relatively little call 
for new capital while at the same time, the desire 
for safety of investment was probably greatly 
heightened by the preceding crash. During the war 
years, the Government did most of the financing of 
industrial expansion and a large part of savings 
went into Government bonds and bank accounts. 
And since the war, consumer expenditures were 
greatly stepped up as the goods supply increased 
and some of the heavy spending was at the expense 
of savings. 


Chiefly Indirect Investment of Savings 


On balance, for almost two decades, the people’s 
savings were channeled into industrial enterprise 
not directly but chiefly (Please turn to page 204) 





















































from $9.4 billion to $16.8 
billion ; commercial bank Savings by Individuals in the United States 
deposits from $19.0 billion 1940-1947 
to $33.8 billion. By the end a 
of 1947, individuals’ hold- (Billions of Dollars) 
ings of cash and bank de- Type of Savings 1940 1941 1942 1943 1944 1945 1946 1947 
posits had reached a grand - 
total of $132 billion. Addi- 1. Currency and bank deposits... +29 +49 +109 +161 +175 +190 +11.9 + 3.3 
tionally, investments in 2. Savings and loan associations... + 0.2 +04 +03 +06 +08 +14. + 14.1 +12 
U. S. savings bonds grew 3. Insurance and pension reserves. + 3.1 +40 +50 +68 +82 +85 +69 + 66 
from $1.4 billion in 1941 to a. Private insurance. FB +21 +25 +29 £32 +35 +34 +32 
$46 billion in 1947, and b. Government insurance. so + 1.3 $1.9 +25 +39 +49 +51 +34 + 3.4 
Penge a Securl- | 4, Securities —O01 £29 +104 +13.7 +149 +96 +10 +46 
— the pacers ~ $22 a. U.S. savings bonds $0.9 +28 +80 FINI +118 +68 +09 +18 
P= nt onde at the end b. Other U.S. Government... —0.3 +07 +24 +31 +40 +37 (*) +13 
OF mise year. c. State and local government — 0.4 —0.3 — 02 (*) —Ol —02 —04 + 03 
ro ee d. Corporate and other... . —02 —03 +03 —05 —08 —07 +04 +12 
5. Liquidation of mortgage debt... —0.9 —09 —0O1 +03 +01 —02 —33 — 38 
Direct equity i = 6. Liquidation of debt not else- 
ments, on the Mates where classified ss — 2 — 10 +33 £13 —02 —I1.1 —3.2 — 28 
remained abnormally small. |} 7. Total Liquid Saving... + 4.10.3 «$29.9 +388 +413 +369 +144 + 89 
True, during the Thirties * ; 
: = i indi less th 5 ion. 
and particularly the earlier Asterisk (*) indicates less than $50 million 
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LABOR POLICIES 


Photo by Ewing Galicwe) 


By E. 


MAINTENANCE of farm incomes is likely to cost 
the average taxpayer more in the near future than 
in the past. Last month’s reports to the Department 
of Agriculture showed farmers were receiving three 





WASHINGTON SEES: 


There was deep satisfaction in the Capital 
when President Truman ordered the Department 
of the Army to seize the railroads, and the De- 
partment of Justice to procure an injunction re- 
straining the unions and their leaders from con- 
ducting a strike, not only because a crippling 
transportation crisis had bane averted, but also 
because of implications the White House action 
carried. 


For example, it has been the practice of the 
government in several important recent cases 
where strike was threatened, to toss aside the 
recommendations of the fact-finding boards and 
grant larger pay boosts. Belief evidently had 
grown in labor circles that the White House was 
essentially another point of contact for pay raises 
and the fact-finding boards, chiefly under the 
Railway Labor Act, were simply intermediate 
steps. This time, however, Mr. Truman jolted the 
unions by refusing to sit as a “super board.” 


Also, it has been noted that seizures of all 
kinds in the past half dozen years were based 
upon a 1916 fa aw giving that power to the Execu- 
tive in time of war. And this country, legally, 
still is at war. Now the President stated his 
grounds as preservation of “public health” and 

“public welfare,” giving the ol statute only such 
mention as was needed to legalize the act. But 
the comment is being taken as a tip to congress, 
which soon will officially end the war, that the 
need for extraordinary power continues in peace- 
time; it should be statutorily created. 
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per cent more than in the previous month but were 
paying one per cent more for the things they buy, 
and that’s the basis on which parity payments are 
made. In the opinion.of experts here who have 
studied all available figures, prices may go down in 
the Fall. That isn’t the thinking of the agricultural 
belt, however; doubt is expressed there that a real 
cushion exists in distributive costs. They express 
hope that ECA buying will not reach high point 
soon. 

CONCERN is being registered by supporters of the 
European Relief Plan. It falls into three categories: 
politics, appropriations, State Department policies. 
Basic idea behind the program is considered sound 
but time is being wasted on political maneuvering. 
Appropriations are being stymied; a final bill is not 
in sight until mid-June—and no prediction is safe 
as to whether “conditions” will be attached. 
PRINCIPLE of basing point pricing, ruled out by the 
Supreme Court doesn’t necessarily mean all that 
cursory reading of the decision indicates. The FTC 
has indicated it will move slowly. Its procedures 
are complicated, cumbersome — and a test of any 
over-reaching might, as in the case of the cement 
distributors, tie up the situation for many years. 
Sought, and proceeded against under the new judi- 
cial grant of power will be discrimination, lessening 
of competition, adverse effect on buyers. Where 
those points are now clearly established, FTC will 
try persuasion, if indicated; otherwise hold off. 
Assured is the fact that there will be no “omnibus” 
order to business. 

WISER HEADS in the railway labor unions are warn- 
ing their spokesmen that recurring strikes or 
threats of strikes can only result in passage of legis- 
lation to require them to stay on the job. Govern- 
ment seizure is a short step removed from coercive 
legislation—that step has had public approval in the 
past and the Administration appears not worried at 
the prospect of taking over. The political implica- 
tions are not too consequential; the unions came 
back into .the democratic fold after Mr. Truman’s 
blistering assault last year. Outlook today is that the 
rail unions will be subjected to injunctive process 
under the Taft-Hartley Act. 
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Congress is showing signs of moving into high 
gear to clear its dockets and adjourn in time for the 
national conventions. Little more than a month remains 
before the GOP gathers at Philadelphia -- June 21. Besides 
affording a backdrop for conferences with influential 
party men whose minds for at least one week in each four 
years are concentrated on politics, there are a score or 
more of senators and representatives who want to be nearby 
in case the lightning is jumping about after early ballots 
for the Presidential nomination. 































































Housing received an unexpected spurt of atten- 
tion as the session's end was coming into sight. The Taft- 
Ellender-Wagner Act remained, however, at battleground. 
Military manpower -- UMT or draft, or both -- held the 
political future of many congressmen, a circumstance which the preparedness block 
charged seemed more important to some of their colleagues than the national future. 






























Congress must act on national defense funds for the year beginning July 1. 
These bills, covering army and navy, are sepuyrate from the 3-plus billion dollar 
proposal for air power. And there were the civil rights bills, admission of displaced 
persons -- the former laden with such dynamite as to suggest every possible means to 
filibuster it to death or otherwise dispose of it before it reaches the statute book; 
the latter seemingly only a matter of how many persons shall be admitted to this 
country. 











































Reciprocal trade agreements extension is a bill many congressmen will long 
remember. Hearings got off early in May dimwed by a serious legislative tactical 
blunder... Rep. Gearhart of California, assigned by the republican leadership to draw 
the teeth of this international arrangement, barred press and public from the com- 




















mittee room. Not only that, but also his explanation -- he didn't want to listen 
"to a bunch of ladies sewing societies reading statements prepared by the State 
Department." The charge of railroading legisiation and creating laws in star chamber 





sessions was good against the New Deal, will be used against the GOP this time. 





The 14-year-old reciprocal trade program has never been seriously threatened 
in the past. Most republicans agreed with Cordell Hull that it serves as a key 
economic part of the foreign policy. So disturbed is the aged former Secretary of State 
that he has announced he will leave his sick--bed to campaign for continuance, if the 
need suggests itself. The drama of such a situation could wholly change the outlook, 
but as of now it looks like an extension of fewer than the planned three years, and a 
: program of narrower scope. 
































The issue whether Atomic Energy Qommission members should be appointed to 
five-year terms far from abating has been intensified by the introduction of a bill 

limiting terms to two years. It's aimed, of course, at David Lilienthal, first to 

come up for a five-year reappointment. The fight against his confirmation fizzled 

when AEC was in its formative state; the new bill is considered a second round in the 























same war. But instead of being merely a matter for senate action -- confirmation or 
] rejection -- legislation brings the house also into the picture. The law must be 








jointly enacted by the two houses. 


Obscured by the paramount importance of the European Recovery Plan, but 
nonetheless essential before adjournment are several measures reposing in foreign 
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affairs committee files. To the extent that they develop controversy, adjournment 
of congress will be threatened. Among them are treaties of commerce and friendship 
with China and Italy; amendments to the neutrality laws, relating to extension of 
export controls on munitions; a new international wheat agreement; and the ticklish 
question whether congress should express its views on planned changes in UN procedures. 














Big business and big industry took a walk on Senator Taft at the annual 
convention here of the U. S. Chamber of Commerce. It was not an action of especial 
Significance, but it was a surprise to the Taft-ites who think their chief deserved 
better treatment in return for his labor-management law. A personal poplarity poll among 
the delegates showed Vandenburg leading, Stassen was second, with Taft pulling up a 
rather poor third -- little more than one-half as many first choices as Vandenburg. 

















With no attempt at subtlety, the White House inner circle is letting it be 
known to correspondents covering the Executive Mansion that President Truman hopes 
Senator Taft is the republican nominee, the obvious implication being that the Ohioan 
would be easiest to beat. Such "inside advice" is always suspect; too often it boils 
down to whistling by the graveyard, the seasoned writers have good reason to know. 
































Office of Small Business in the Department of Commerce has gone out of 
business itself, for want of a $452,000 appropriation and the howl is reaching a 
crescendo. The agency claimed to speak the interests of 3.5 million small concerns 
which provide 45 per cent of the non-farm jobs of the country, and turn out 36 per cent 
of the gross national product. But, says the Department in what seems a combination 
of explanation and accusation, the business units are not organized; they cannot afford 
lobbyists. 





























Reflection of the accelerated defence program is found in expansion plans 
of Army Ordnance. It is growing faster than any other military component. Estimates 
vary from 20,000 to 50,000 new defense employees to grind out the weapons of war. Most 
of them will be stationed at arsenals, warehouses. They'll be the supervisors and 
inspectors, for the most part but there will be some increases in personnel along the 
army-navy production lines. 























Federal Housing Administration figures for the first quarter of this year 
are bearing out the prediction that there will be a bumper crop of dwellings, privately 
financed. Shown is a gain of 128 per cent in new houses under construction, over 
the figures for the first three months of 1947. Completions during the first 
quarter show a gain of 336 per cent over the same period of last year. Gain in 
applications to FHA for mortgage insurance on new home construction is 132 per cent 
over the same period of last year. 





























One of the hottest backstage fights in official Washington is over possible 
renewal of wartime controls and which agency should administer them. The. President 
has been called in to referee the battle -- despite the fact that he has been rebuffed 
once by congress on reinstating the regulations and isn't sure yet what Capitol Hill 
eventually will do. 




















Assured is the fact that the Administration is planning another big push to get 
congress to vote controls to curb inflation. In line with this, National Security 
Resources Board has proposed a seven-point program involving steps to aid the country 
to mobilize for possible war. : 
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Need a MARSHALL PLAN? 





to develop its resources. Everybody 
agreed that economic progress and ex- 
panded production are the only means 
of raising the present low living stand- 
ards of workers and formers in most 
Latin American countries and of keep- 
ing down the growing political and 
social tensions skillfully exploited by 
the communists. 





Little Accomplished in Bogota 


Beyond formulating the Pact, the 
Conference accomplished very little of 
a tangible nature in preparation of the 
ground for a mass movement of risk 
capital to Latin America. The matter of 
double taxation and dividend transfer 
regulations remains to be worked out. 
Nor was anything done about short- 
term commercial credits or the pro- 
posals for the establishment of an inter- 
American bank, an inter-American de- 
velopment corporation, and an inter- 
American institute of commerce. All 
these proposals were referred for dis- 
cussion to the Inter-American Eco- 
nomic Conference that is to meet in 
Buenos Aires either this fall or in the 
spring. of 1949. The Buenos Aires Con- 
ference will also take up the matter of 
preferential tariff agreements and eco- 
nomic blocs among American States. 


It is extremely doubtful that the 
mere signing of “a compensation for 
expropriation” agreement will in itself 
create a climate favorable to the flow of 


The Economic Pact signed at the Bogota Conference represents a 
formal Economic Charter of little practical signicance. Far more 
important may be our decision to embark on a more dynamic 
official loan policy for Latin American economic development. 
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By V. L. HOROTH 


hd he Ninth International Conference of 
American States, in Bogota, was to concentrate on 
the discussion of Latin America’s postwar economic 
problems and on ways of solving them. But the un- 
expected outbursts of communist-provoked riots and 
violence sidetracked the Conference into implement- 
ing the provisions regarding inter-American se- 
curity. Five treaties were signed. Four of them deal 
with the charter organization of American states 
and with cooperation in political and social matters. 
The fifth one, the Economic Pact of Bogota, is a 
formal economic charter setting down broad princi- 
ples for inter-American financial and economic co- 
operation. 

They key provision pledges the end of discrimina- 
tion against foreign capital and guarantees a “just 
price” in case of any expropriation of foreign in- 
vestment. With the risk of expropriation removed, 
the signatories expressed the pious hope that ven- 
ture capital would begin to flow to Latin America 
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capital to Latin America. The matter 
is far more complex. It involves deep differences in 
Latin and American (United States) ways of think- 
ing on certain issues of economic policy. Latin Amer- 
ican countries favor more and more economic plan- 
ning, state enterprises, and controlled economy. They 
go for economic nationalism, self sufficiency and the 
promotion of national industries at any cost. They 
may welcome foreign capital, but they also continue 
to distrust it and, it must be admitted, not without 
reason. On the other hand, the United States stands 
for free enterprise, the promotion of international 
division of labor, and multilateral trade. We also 
distrust Latin Americans because of their treatment 
of outside capital and, it must be admitted, there is 
plenty of reason for it. 


Latin American Ideas 


The Latin Americans argue, and to some extent 
rightly so, that in the past foreign capital was in- 
terested too much in developing only exports and 
imports. What is needed now, they say, is the devel- 
opment of resources and facilities that would 
broaden the domestic economy. For this reason the 
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International Transactions Between Latin America 
and the United States in 1947 (Estimated ) 
1. THE SUPPLY OF DOLLARS: 
Earned by shipping goods to the United States... $2,200,000,000 
Loans and investments: 
New private investments in Latin America 250,000,000 
Export-Import Bank loans 80,000,000 
International Fund __ 20,000,000 
Total loans and investment: $ 350,000,000 
Gold and dollars received from Europe and other 
countries in settlement of trade 1,250,000,000 
Liquidation of gold and dollar assets and newly 
mined gold 800,000,000 
Total approximate supply of dollars. _..$4,600,000,000 
2. THE USE OF DOLLARS: 
Purchases of American goods $3,850,000,000 
Payment of dividends, interest and other services... 750,000,000 
Total dollars used (approximately)... 4,600,000,000 




















Latins would really prefer government-to-govern- 
ment loans which they could use as they see fit in 
overcoming postwar dislocations and in developing 
industries. At the Pan-American Conference in Rio 
de Janeiro last August they prosposed a “Marshall 
Plan for Latin America,” but the plan was side- 
stepped there and again in Bogota by Secretary 
Marshall. These schemes, as the Colombians worked 
it out, would have involved a $5 billion fund put up, 
of course, by the United States. The Fund was to 
lend money at 1 per cent per annum for various 
long-range projects over the next seven years. 


Obliged to Lend? 


What’s more, the Latin Americans have been 
arguing that we are really under obligation to lend 
them money if we are serious about the raising of 
living standards as a means of stopping the spread 
of communism. But outside of suppressing the local 
communist parties, various Latin American coun- 
tries have themselves done very little in mitigating 








International Transactions Between Latin America 
and the United States in 1948 (Anticipated ) 


1. THE SUPPLY OF DOLLARS: 
To be earned by shipping goods to the United 

















States $2,400,000,000 
Loans and investments: 
Export-Import Bank 100,000,000 
International Bank 100,000,000 
International Monetary Fund 50,000,000 
Private U. S. investments 300,000,000 
Total loans and investments $ 550,000,000 





Gold and dollars likely to be received from Europe 
and other countries in settlement of trade... 200,000,000 


Off-shore purchases to be financed by the ECA... 650,000,000 


























The sale of newly mined gold 50,000,000 
Liquidation of gold and dollar baances. 150,000,000 
Total approximate supply of dollars... $4,000,000,000 
2. THE USE OF DOLLARS: 

Purchases of American goods $3,400,000,000 

Payment of dividends, interest and other services 
net) s 600,000,000 
Total dollars used (anticipated). $4,000,000,000 
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the plight of workers, particularly in large cities. 
Mr. James S. Carson of the National Foreign Trade 
Council remarked recently that our southern neigh- 
bors implied in their talks in Havana that “we, in 
the United States, were in danger of choking upon 
dollars unless we could loan or invest them in for- 
eign parts.” To the Latins, he says, “It is a-question 
of not inviting, but permitting us to invest in Latin 
America. This attitude is apt to threaten inter- 
American business relations in the years ahead.” 


Industrialization at Any Cost 


Latin Americans are also sold on industrialization 
at any cost, as a protection against economic de- 
pression and as a reaction to the damage caused to 
the Latin American economies by “semi-colonial- 
ism,” the system based on a few export crops. They 
want more protection for their industries, particu- 
larly against the compettion of low cost United 
States products. But at the same time, they not only 
want to borrow money from us, but they also want 
a guarantee from us that we will continue to buy 
from them certain specified quantities of products 
at guaranteed prices — a sort of farm subsidy on 
an all-Western Hemisphere scale. It may be added 
in this connection that the Bogota Conference actu- 
ally approved a motion made by Ecuador (against 
one dissenting vote cast by the United States) that 
an automatic price parity be established between 
prices of the goods exported by Latin America and 
prices of goods sold by the United States. 

The American attitude has been sympathetic to 
Latin America’s need of capital and technical as- 
sistance as a means of overcoming postwar dislo- 
cations and spurring the development of its re- 
sources. But there was a flat refusal to launch a 
“Marshall Plan for South America” for the simple 
reason that our resources are not sufficient to re- 
habilitate the whole world, and anyhow “Santa 
Claus is dead.” As President Truman stressed in 
Rio, the development of Latin American industries 
and natural resources is “the role reserved for pri- 
vate capital’ anyhow. And the resources of the 
World Bank and the Export-Import Bank, the lend- 
ing authority of which latter is to be extended by 
$500 million (apart from about $700 million of un- 
committed resources), are sufficient to finance the 
projects, such as railway and highway development, 
which private capital is unlikely to undertake. 


Risk of Expropriation 


While the removal of the risk of expropriation 
will help, prospective investors will probably think 
twice before they put any more money into Latin 
America. Most of the countries have labor laws that 
are purposely designed “to milk” foreign enter- 
prises, supposedly in the interest of local labor. 
Workers cannot be discharged after several years 
of employment. In Cuba, at least half of the payroll 
must go to the Cubans irrespective of the type of 
the enterprise or the know-how required. In other 
countries foreigners are excluded from certain types 
of enterprise (insurance in Argentina) or are sub- 
ject to special taxes (Brazil) and fees. In some 
countries, the anti-foreign enterprise measures have 
become so restrictive that some of the big American 
companies have closed their plants (Argentina). 

In contrast, some countries have shown a willing- 
ness to meet foreign (Please turn to page 202) 
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Factors Behind 
STRENGTH 


By ROGER CARLESON 


he. he impressive strength of railroad shares, 
not only during the current market upswing but 
also in the face of a strike threat that fortunately 
dissolved before becoming an actuality, and an 
economic calamity, is calling renewed attention to 
the very substantial improvement in the basic posi- 
tion of the railroads and the market’s increasing 
willingness to discount it with greater confidence. 
In our last discussion of the rails, the statement 
was made that once the market had eliminated its 
“fear complex”, the investing public once more 
would be guided by the time-tested yardsticks in- 
volving earnings, assets and yields. In the three 
months that have elapsed since then, something of 
the kind has been going on but beyond that there 
have also appeared factors that should serve as 
important props to rail traffic, rail revenues and 
rail profits. 
Thus the rail average has risen over twice as 
much, from the 1948 low, than has the industrial 
average. A further advance of about 14% would 
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put it back to the 1946 bull market high, whereas 
a similar performance for the industrial average 
would require a further gain of around 15%. At 
their bear market low, of course, rails were 
relatively more depressed than industrials 
—a fact which technically facilitated their 
subsequent large rise. 


High Traffic Hopes 


Obviously, sentiment for rails has been 
bolstered by the belief that traffic will re- 
main at boom levels for an extended period, 
and by confidence that this means high 
earnings in view of the sympathetic atti- 
tude of the Interstate Commerce Commis- 
sion on rail rates. The several rate adjust- 
ments since early last autumn indicate 
quite positively that the Commission is de- 
termined to protect the carriers from the 
consequences of inflated costs. Hence even 
new wage demands, now impending, hold 
not nearly the threat that they otherwise would, 
all the more so as the Commission has shown re- 
markable speed in its recent rate decisions, thereby 
cutting down the former lengthy time lag between 
wage hikes and wage boosts. 

In the circumstances, it might be useful to re- 
examine the 1948 situation in the light of develop- 
ments that have taken place in the industry 
recently, and also to weigh present prices against 
preliminary forecasts of 1948 earnings individually 
and as a whole. 

Let us review, at the outset, the question of 
freight rates and the implication which the latest 
increase (granted April 19, 1948) has on the out- 
look. Since the rate case (designated as Ex Parte 
166) is still unfinished, the April order must be 

regarded as the third interim increase. It 
granted a further and approximate 4% hike ‘in 
freight rates, supplementing two previous 
grants with combined increase of 1714%. 
Translated into terms of dollar gross the 
latest increase will add about $300,000,000 to 
the industry’s freight revenues on an annual 
basis. The total increases obtained since 
October 1, 1947 (roughly 21% allowing for ter- 
ritorial differentials and exceptions) means the 
addition of some $1.5 billion to gross. This 
more than compensates for all cost and wage 
increases which the railroad industry has had to 
absorb to date. Also, it should be remembered that 
the Interstate Commerce Commission has still to 
render its final decision. The demonstrated atti- 
tude of this regulatory agency has been to give the 
industry all the relief required to meet any broad 
changes in costs. Thus, if still higher rates are 
needed later to offset new wage boosts, these will 
surely be granted. 


Rate Boost Benefits 


When the Commission issued its newest order, it 
recognized certain special territorial needs and 
also made certain exceptions. Of the amount which 
is expected to be realized as a result of the April 
authorization, the Eastern carriers will benefit to 
the extent of some $180,000,000, with the Southern 
and Western roads gaining less than under preced- 
ing rate actions. Special treatment, for example, 
was given to rates on iron ore shipments to upper 
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of this, $63,200,000 




















sent A * was allocated for 
Statistical Data of Leading Railroad Stocks cae Weeipment. 
Est. Benefit of Net Earnings Dividends For all of 1948 it 
3rd Rate Inc. Est. Est. Recent — *Div. Yield is estimated that 
in$ Per Shr. # 1948 1947 1948 1947 Price lo Class I railroads 
Atch., Topeka & S. F............ 1.95 22.00 17.11 8.00 6.00 106!/, 5.63 will spend $1,295,- 
Atlantic Coast Line... ms 3.00 11.00 7.28 4.00 4.00 58 6.90 000,000 for road 
Baltimore & Ohio... 4.05 7.75t 2.69t aa a 15 oe and equipment 
Chesaspeake & Ohio... 0.80 3.80 4.15 3.00 3.00! 40 7.50 which compares 
Chi., Mil., St. P. & Pac... 1.10 2.90 we Sa | eer with $812,422,333 
Chi., Rock Island & Pac... 0.90 10.00 9.29 aR ee cee actually spent in 
Erie Railroad. 2.00 3.50 1.16 1.00 1.00 1317, 7.41 1947. ; 
Great Northern... 2 ak 1.00 9.00 7.28 3.00 3.00 47 6.38 After making 
Illinois Central... 3.25 14.00 10.25 a ee Sa due allowances for 
Louisville & Nashville... 1.50 7.25 5.68 3.52 3.52 48 7.33 unsettled labor 
New York Central... 3.25 5.00 0.36 0.50 eee conditions in vari- 
N. Y., New Haven & Hart... 2.75 4.25 ten. a eek ee ous industries, to 
Norfolk & Western... 0.65 6.50 6.12 4.37! 4.37'/2 59 7.42 say nothing of the 
Northern (Pacific... 0.70 5.75 5.40 1.50 1.00 25 4.00 transportation in- 
Pennsylvania ncn 2.00 4.25 0.55 1.00 0.50 19 2.63 dustry itself, it 
Reading Company... 2.50 6.50 3.87 1.50 1.00 21'/, 4.65 may be assumed 
Seaboard Air Line... 2.60 4.75 2.22 ” eo amare that 1948 gross 
Southern Pacific......... 1.55 11.75 8.86 4.00 4.00 54!/, 7.34 will run some- 
Southern Railway 3.75 9.50 6.85 3.00 3.00 45 6.67 where between 
Union Pacific 1.85 28.25 22.70 10.002 10.00 178 5.62 $9,800,000,000 and 
*Based on 1947 payments. # On annual basis. eas Ge 
ate eae ey in history. This 
a s ners “s e an . would compare 
n present stock; split up stock may carry $6 annual rate. with $8,684,694,- 
000 actually re- 








lake ports which had received no consideration in 
the first two authorizations. 

The railroad industry’s rate structure is exceed- 
ingly complex. For the purpose of broad comparison 
it may be explained that the over-all increases 
since October 6, 1947 amount to 30% within Offi- 
cial (Eastern) Territory, 25% within Southern 
Territory and approximately 2214% on an average 
for the Western Territory. There are numerous 
exceptions, affecting different commodities, but 
these need not be treated here. 


Earnings Outlook 


Notwithstanding the fact that railroad earnings 
for the first two months of 1948 were disappointing 
by comparison with the previous year and have 
made no general gain in the initial quarter for 
which results are not yet fully available, rail stocks 
have been conspicuous on every market bulge. 

The answer to this may be found in the longer- 
range forecasts of the industry’s gross and net. It 
is this optimistic trend which is now in process of 
being discounted, and the realization of this trend 
seems assured by virtue of many factors, notably. 
the well-sustained high level of activity in heavy 
industries, the favorable crop outlook and the in- 
creasing export movement which should accom- 
pany the acceleration of spending under the Europ- 
ean Recovery Program. 

That the railroads themselves are counting on 
an almost unprecedented traffic volume is clearly 
shown by their continuing emphasis on new equip- 
ment and improvements. They have aimed at effi- 
ciency as one of the best measures to combat rising 
costs. January, 1948, gross captital expenditures of 
$85,600,000 were 79.5% higher than the $47,700,000 
expended in the corresponding month of 1947 and 
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ported in 1947, 
$7,628,402,000 in 1946 and the 1944 wartime peak 
of $9,436,800,000. 

While this year’s total operating revenues most 
certainly will be at record levels, increased ex- 
penses, primarily wages, will not permit a record 
showing for either the “available” for fixed charges, 
or net income. However, the nation’s Class 1 car- 
riers should have approximately $1,000,000,000 
available for fixed charges (compared with $964,- 
717,000 in 1947), while net income will run close 
to $600,000,000 compared with $479,986,000 last 
year and only $290,809,000 in 1946. 

Even if there should be a considerable margin of 
error in these preliminary forecasts, results should 
still provide very constructive evidence for war- 
ranting continued optimism as to the future trend 
of railroad securities. 

Insofar as 1948 is concerned, the railroad wage 
pattern has been well established so that one may 
now look ahead a bit further and determine what 
the future may hold in store in this regard. Non- 
operating unions recently began their new drive 
for higher wages, demands including a rise of 25 
cents an hour in straight-time pay and a reduction 
in the basic work week from 48 to 40 hours. Nego- 
tiations will follow the usual Railway Labor Act 
procedure, and under negotiation, or arbitration, 
these demands will be pared. In any event, the 
higher wages now being sought, or which may be 
sought by either the non-operating or operating 
brotherhoods, will have no appreciable effect on 
1948 profits. 

If wages are lifted above the present level it may 
be taken for granted that the ICC will recognize 
this development and authorize a further compen- 
sating freight rate increase under the Ex Parte 
166 proceedings which are still open. Beyond this, 
railroads, particularly in the East, where passenger 
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business losses are heaviest, have applied 
for an increase in passenger rates of from 
2.5 cents to 3 cents a mile in coaches and 
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3.5 cents in Pullmans. Hearings on this = 


case were completed last May. 

While all roads have reported fully on 
operations in the first two months of the 
year, the record is not yet complete for the 
first quarter. Because of the great variety 
of factors present in the situation, results 
have shown a rather wide disparity thus 
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far in 1948. ™ 
Let us examine, first, earnings as far as 

they are available for the industry as a 

whole. For the initial two months of 1948, 120 








gross amounted to $1,466,625,000, a gain 30 
of 11% over the corresponding 1947 period. 
But with total operating expenses up 
14.6% to $1,202,211,000, and with taxes 
running at somewhat higher levels, net in- 25 
come was lowered, in this term, by 22.5% 
—to $37,000,000,000 from the $49,000,000,- 
000 of 1947. 20 
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March operations were characterized by 
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a 6.2% rise in all operating revenues, of 








which 6.7% came from freight and 1.8% 
from passenger business. Small though it may 
seem, the upturn in the latter classification is sig- 
nificant in that it clearly indicates a stoppage of 
the decline that has characterized passenger gross 
since the bonanza war days. Stabilization of pas- 
senger revenues at somewhat higher levels reflects 
the upward adjustment of rates already granted 
in many sections of the country. 


Recent Revenue Drop 


With the first two interim freight rate increases 
effective, January gross was up 9.5% on a year-to- 
year basis despite a decline in traffic (car loadings), 
while in February the bulge in revenue was 13.7%. 
Much traffic was subsequently lost through the soft 
coal strike and its effect on heavy industries, but a 
steady expansion of operations has since been wit- 
nessed over a wide front and there is every promise 
of a favorable second quarter. 

The decline in net income experienced early in 
1948 stemmed from a number of causes. Mainte- 
nance and general operating costs rose far beyond 
all budget estimates when the exceptionally rigor- 
ous winter affected traffic over a large area, This, 
of course, was in addition to work stoppages at the 
mines, flood conditions which restricted the normal 
movement of many commodities and the poor qual- 
ity and low prices for citrus fruits and vegetables 
which curtailed the flow of perishables to markets. 

Thus, it is not surprising that only a few com- 
panies were able to show year-to-year gains in car 
- loadings in the first quarter. Only in very isolated 
instances, moreover, were these gains substantial, 
the latter taking place in the Southwest where the 
extraordinary movement of crude oil continued. 
Actually, loadings of all Class I carriers declined 
5% in the initial three months. Nonetheless, gross 
revenues were up approximately 9% in the first 
quarter, the two interim freight-rate boosts of last 
October and January mare than compensating for 
traffic losses, with some additional aid derived from 
higher passenger, mail and express rates. 

New England and Great Lakes carriers scored 
the largest advances, with the Central Western, 
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Southwestern, Central Eastern, Southern and 
Northwestern lines following in that order. The 
March shutdown at the mines prevented the Poca- 
hontas roads from showing any worthwhile im- 
provement. 

All of this, naturally, is now past, and even in 
the face of a serious strike threat, the industry 
entered the month of May in excellent position to 
forge ahead in impressive fashion. 

There is every promise of a steady gain of both 
gross revenues and net earnings as a result of the 
latest freight rate increase and the probability of 
an early upward adjustment of passenger fares for 
the Eastern companies. 

As the appended tabulation shows, prices of re- 
presentative railroads stocks are still reasonable 
when appraised in relation to estimated 1948 earn- 
ings, and in most cases the dividend return is still 
an excellent one. Although there are uncertainties 
in the general situation which no one can afford 
to ignore, the balance for the rail picture is still 
clearly favorable. 

With the 1948 net profit level destined to reach 
a new peacetime peak for any year since 1929, 
opportunities will continue to present themselves for 
worthwhile commitments in the rail group, espe- 
cially if advantage is taken of occasional market 
reactions. 


Selected Commitments Warranted 


In short, selected commitments in railroad stocks, 
we feel, are still warranted by conditions now exist- 
ing and by the probable trend suggested by basic 
factors in the railroad industry. 

Such well regarded issues as Atchison, Topeka 
and Santa Fe, Southern Pacific, Southern Railway, 
Norfolk & Western, Louisville & Nashville and 
Great Northern, apart from their investment merit, 
should hold further appreciation possibilities. The 
latter can also be found in the speculative rail 
group. Among these lower-priced issues, such 
equities as New York Central, Chicago, Milwaukee, 
St. Paul and Pacific, Gulf, Mobile & Ohio and St. 
Louis San Francisco have a good deal of specula- 
tive appeal. 
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By PHILLIP DOBBS 


= aan year’s excellent corporate net earnings 
led many investors to expect a larger share in the 
form of dividends than they actually received. But 
though overall dividends in 1947 increased hand- 
somely over 1946, they clearly failed to keep pace 
with record-breaking profits. 

In annual reports to stockholders, management 
after management explained why distributions had 
to be held to relatively low proportions of net 
earnings, but since varying industry and company 
problems in the current economic flux often con- 
fused the broader picture, it is well to examine the 
whys and wherefores of the general conservatism 
as to payments, and to weigh the prospects for its 
continuance. 

According to the Department of Commerce, in 
no year since 1929 was such a small percentage of 
net earnings allotted to stockholders, considering 
all corporations, as in 1947. During the past decade, 
of course, shareholders generally have become 
accustomed to the retention of a large portion of 
earnings in the various enterprises in which they 
had invested, but the downtrend in the percentage 
they received has become more and more notable. 

Back in 1939, for example, around 75% of total 
corporate net earnings were passed along in the 








Corporate Profits and Dividends of 
Manufacturing Companies 


1942 1943 1944 1945 1946 











(in $ million) 
Corporate Profits After Taxes... 5,209 5,605 5,373 4,553 6,338 
Net Dividend Payments...___. . 2,138 2,263 2,440 2,428 2,851 
% of Dividends to Profits............. - 41% 40% 45% 53% 45% 
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form of dividends. Under wartime 
conditions, slightly more than 50% on 
an average was passed out, and the 
figure dipped to 44% in the first full 
peacetime year of 1946. Now the rec- 
ord for 1947 reveals that though net 
earnings of all corpora- 
tions after taxes soared to 
around $17.5 billion, their 
common stockholders re- 
ceived only $6.8 billion of 
this vast sum, or approxi- 
mately 39%. This per- 
centage rather than the 
amount is the point at 
issue, for in the aggre- 
gate, dividends last year 
were some $1.6 billion 
larger than in 1946 and 
had followed a_ rather 
steady upward pattern 
since 1939. 

Investors naturally won- 
der how much longer this 
downtrend in percentage 
distribution is to continue 
or whether it will soon 
tend to level off or re- 
verse. In this connection 
it must be realized that 
many factors enter the outlook and that divergent 
results in numerous industries and their com- 
ponents must be reckoned with. There are many 
elements to be considered in this interesting equa- 
tion, both economic and political in character. 


_ Capital Needs vs. Dividends 


The most commonly expressed comments of man- 
agements as to current dividend policies center on 
heavy capital needs for expansion, to carry high 
priced inventories and to allow for enforced under- 
depreciation rates set by the Federal Tax Authori- 
ties. While any one of these three requirements 
ordinarily would provide a good excuse for dividend 
conservatism, in combination they furnish a very 
potent argument. For obvious reasons, manage- 
ments are reluctant to dilute the equity of their 
shareholders by selling additional stock issues, and 
current market conditions have restricted the rais- 
ing of capital by this means, even when such poli- 
cies were favored. To meet sizable capital needs, 
accordingly, recourse to preferred stock financing, 
borrowing or retention of a substantial portion of 
earnings are the only alternatives. 

In order to clarify this picture, let’s see just how 
the corporations solved their dilemmas last year, 
for this may provide clues bearing upon near term 
dividend policies. Statistics furnished by the De-.- 
partment of Commerce indicate that corporations 
other than banks and insurance companies in 1947 
spent more than $14.5 billion on plant and equip- 
ment, nearly $7 billion for expanding inventories, 
besides adding $5 billion to their trade receivables. 
Their ability to shouder this record load of $26.5 
billion was made possible in the following signifi- 
cant manner: Cash resources were bolstered by 
$4.5 billion depreciation charges, $3.5 billion of 
bank loans, and $4 billion of net new capital issues, 
while income tax liabilities were increased by $3 
billion and trade payables by another billion. After 
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reducing liquid assets $500 million, this left 
$10 billion to meet the full bill, and this 
void was entirely filled by utilization of re- 
tained profits. 


Divergent Policies 


In studying the above picture, investors 
may find a pretty clear answer to their 
queries as to why they were granted such 
a modest allotment of lush earnings in 1947, 
although of course the figures apply in an 
overall manner only. The experience of in- 
dividual companies might tell quite a dif- 
ferent story. The main weight attached to 
the figures mentioned is that combined net 
earnings retained in the business, plus de- 
preciation charges (derived from operating 
earnings) totalled $14.5 billion, compared 
with $7.5 billion accounted for by bank loans 
and new capital issues. In other words, in- 
dustry relied to the extent of 66% upon 
retained earnings against only a third upon 
securities and loans, in solving the major 
portion of its financial problems last year. 
The wonder is that in carrying out the 
largest expansion program in history, earn- 
ings of industry after payment of generous 
dividends sufficed to meet the immense test. 


Doubts as to whether managements are 
justified in relying so heavily upon earnings 
as was the case last year are easily dispelled 
in studying their fundamental reasons. True, 
the figures we have cited show what did 
occur, rather than what might have hap- 
pened under different conditions than those 
now existing. It should be realized that the 
heavy financial burdens shouldered by most 
concerns last year, particularly in the manu- 
facturing field, were involuntarily created 
to a measurable degree. The golden oppor- 
tunity to expand profits through all-out pro- 
duction and sales was not to be overlooked, 














Long Term Ratios of Dividend Payments in 
Relation to Net Earnings 





% of Common Earnings Paid in Cash Dividends 
1936 1937 1939 1941 1945 1946 1947 
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Automobile Accessories: 






































































































































Borg Warner. 3.0) 89.0 «655.6 «062.5 3841.6 843.6 32.0 

Briggs Mfg. —_. «76.0 84.0 115.0 79.5 653 89.0 51.8 

Standard Steel Spring... 160.5 96.5 90.5 348 208 464 32.9 

Timken Roller Bearing. . 97.8 11.2 83.0 895 90.2 82.6 654 
Automobile ‘Manufacturers: 

Chrysler Corp... 84.5 86.0 59.0 65.1 348 485 37.2 

Diamond T Motor___.__ . 58.1 955 558 464 288 545 38.46 

General Motors... 84.1 «85.5 86.2 84.3 73.6 127.5 47.7 
Building: 

Celotex rey | Nil 44.0 115.5 24.0 16.2 

i) “ae 85.6 66.7 47.5 42.6 67.6 442 23.9 

Johns-Manville _. 83.0 82.0 63.4 45.0 57.0 594 448 

Lone Star Cement... 83.0 88.5 88.0 92.5 77.0 71.8 63.6 
Chemicals: 

Air Reduction 89.5 105.0 76.0 765 66.0 105.0 48.2 

Columbian Carbon _.. 77.0 780 846 71.5 698 485 53.1 

Dow Chemical 53.0 86.0 45.1 42.0 680 32.5 35.3 

DuPont de Nemours_.___. . 81.0 860 91.5 94.1 83.5 743 81.0 
Distillers: 

National Distillers 0. =72.0 71.1 584 57.6 38.6 284 43.7 

| eee Nil 19.3 17.7. 13.7 26.7 
Drugs: 

Bristol Myers ss 78.5 = 81.0 «669.0 371.5 66.0 49.0 71.3 

SS) See . 932 974 95.2 975 82.0 513 728 

Sterling Drug 81.3 = =—-79.6 «3872.6 765 59.6 53.0 65.0 
Electrical Equipment: 

General Electric... «P1N.5 =100.0 98.0 70.8 79.0 107.0 52.2 

Square D224 58 «47.00 «6565 |=039.3 425 

Westinghouse Electric . 97.0 80.0 675 69.5 49.3 150.4 348 
Food: 

General Foods «83.0 «1114.0 80.1 78.0 68.0 61.8 62.7 

Standard Brands _._._. _. 93.8 109.5 865 92.6 55.0 43.2 90.8 
House Furnishings: 

Bigelow-Sanford —.._._. 62.5 271.0 155 666 845 566 37.5 

bo ta Baas 85.0 782 83.0 660 535 394 35.5 
Machinery—Farm Equipment: 

Allis Chalmers cue) OGus 79.0 60.0 465 60.3 (a) 94.6 








































































































































































































1M BILLIONS, LONG TERM TREND OF CORPORATE PROFITS, 
DIVIDEND PAYMENTS & CORPORATE SAVINGS 
CORPORATE PROFITS Sa DIVIDEND PAYMENTS [2222 

6 CORPORATE SAVINGS [—] 
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“secrete —_ 
Long Term Ratios of Dividend Payments in 
Relation to Net Earnings (Cont.) 

°%, of Common Earnings Paid in Cash Dividends 
1936 1937 1939 1941 1945 1946 1947 
a ate aa i A “UR 
International Harvester ... 43.4 63.5 302.0 51.0 68.0 77.0 49.7 
Machinery—General: 
Fairbanks Morse ............... 33.0 57.5 364 51.5 57.7 49.0 35.5 
Ingersoll Rand 93.5 61.0 100.0 855 996 75.5 56.0 
7 Sat ASS 84.2 67.0 674 505 536 364 43.2 
Worthington'Pump & Mchy. Nil Nil Nil Nil 256 188 25.3 
Milk Products: 
Borden 88.7 111.5 77.55 74.8 63.2 48.7 55.0 
National Dairy Products... 74.8 785 42.1 405 61.5 40.8 49.0 
Motion Pictures: : 
er oe RO R858 465° -489-~- 542- HO 2 OTD 
Twentieth Century-Fox ........... 56.3 60.8 63.3 Nil 47.2 50.8 62.5 
Office Machines: 
Burroughs wn 86.5 86.0 91.0 74.0 160.0 137.5 48.0 
Intl. Business Machines........ 73.0 58.5 57.4 57.4 63.1 45.7 365 
National Cash Register......... 57.0 520 90.1 62.5 94.0 60.7 35.7 
Oil: 
Same On... 09.8 JIS JIB? --26.7-- 400-. 39.5 37.7 
Ueee oo a SR ROO one M06 "402 990 “as08 
Humble Oil 0. «4005 = 38.4 80.1 51.0 38.1 40.7 43.5 
SORT | secs el ae. ee ee 2384 19.4 11.6 
Standard Oil of California 67.0 63.1 79.8 65.5 47.0 44.8 38.8 
Standard Oil of N. J... 53.6 44.4 38.3 486 444 47.5 40.7 
Paper: 
Champion Paper & Fibre 42.8 114.0 45 214 46.1 22.4 28.0 
International Paper ......._—Nil Nil Nil Nil Nil 35.3 26.7 
Kimberly-Clark 0... 57.0 55.4 41.6 47.8 60.7 31.8 29.5 
Sconanoper ...._....-. 128.8 .705 695 775- 96.0 885 645 
Railway Equipment: 
American Brake Shoe... 88.0 85.0 52.3 62.0 66.0 57.1 58.4 
American Car & Foundry... Nil = (b) Nil Nil 54.5 57.2 57.0 
American Locomotive _....__Nil Nil Nil Nil 41.5 545 82.5 
Westinghouse Air Brake... 105.0 112.0 72.0 92.0 96.5 57.4 715 
H Retail—General Mdse. 
Grant, W. T. 33.8 86.0 565 405 45.0 20.7 51.0 
Kress, S. H. ...... .. 87.0 69.5 83.0 80.5 75.0 77.1 65.0 
Woolworth, F. W. .. 71.5 70.0 79.5 745 660 51.1 57.9 
Retail—Mail Order & Dept.: 
OURS Nil 20.8 Nil Nil 2320. 9122. 2LF 
‘Macy, R. H......... +65.3 109.0 85.0 119.0 58.5 52.0 43.3 
May Dept. Stores... . 545 106.5 840 79.9 56.0 36.2 34.0 
Montgomery Ward _... 16.5 143.5 25.5 50.0 485 31.8 66.0 
Sears Roebuck _..... 67.0 985 645 67.0 698 41.5 385 
Steel: 
Bethlehem ..... 72.0 65.6 26.2 64.3 63.3 51.0 40.2 
National Steel ... 54.0 42.6 249 41.6 59.6 35.4 33.3 
fei eee Nil 12.5 Nil 38.4 106.8 55.0 56.0 
Youngstown Sheet & Tube. Nil 48.0 Nil 33.0 485 35.3 30.1 
Textiles: 
Burlington Mills... _-sNil 57.2 38.1 31.4 47.6 34.0 23.0 
Cannon Mills 925665 «662.0 +635 308 10.9 345 
Celanese Corp. of America 66.5 110.0 13.6 62.0 70.7 38.1 34.0 
Industrial Rayon... ss911.5 572.0 42.0 82.5 765 28.7 28.2 
Pacific ‘Mills. 415 (c) Nil 74 49.6 19.7 29.8 
Tire & Rubber: ; 
Firestone Tire & Rubber... 42.6 60.0 49.3 34.4 33.6 284 29.7 
Goodrich, B. F. _...... . 28.0 (e) 28.4 39.8 28.7 25.4 31.0 
Ui SD. Rave... Nil Nil Nil 41.0 45.0 29.4 56.3 
Tobaccos: 
American Tobacco .......... 135.0 99.5 98.0 98.2 88.3 54.6 58.8 
General Cigar... . 130.5 107.0 157.0 80.5 93.5 63.5 57.0 
Reynolds Tobacco .......... 102.0 104.5 90.0 90.5 865 67.0 67.7 
UU. Bs sepeceo .........-—_- 121.0 1140 99.5 95.1 1417.7 118.0 95.0 





(a)—Paid $1.60 on a reported deficit $.06. 


(c)—Paid $1.50 on a reported deficit $5.24. 
(b)—Paid $.25 on a reported deficit $2.12. 


(e)—Paid $1.00 on a reported deficit $2.71. 
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but the relentless impact of inflation com- 
pounded the needs for additional working 
capital on’ every hand. In view of desirable 
limits upon borrowing and handicaps in 
placing equity securities in the market, man- 
agements have been simply forced to keep 
in their own hands an increasingly large 
proportion of earnings. Assuredly no apolo- 
gies are in order on this score. 


Future Benefits from Expansion 


Although expansion programs, some in- 
vestors might argue, might seem unwise in 
view of record breaking construction costs, 
it should be envisaged how substantially 
these increased facilities may benefit stock- 
holder over the longer term. From this view- 
point, the fact that increased earnings may 
result from profits retained in the business 
must be well understood. When a large share 
of net is used for this purpose, it is merely 
reinvested rather than passed along for the 
shareholder to spend or to invest as he 
chooses. And as the funds so used preclude 
a corresponding need for borrowing or dilu- 
tion of the equity capital, the ultimate bene- 
fits to shareholders is obvious. In these boom 
times when many concerns theoretically 
could pay larger dividends or juicy extras, 
it is well to realize that restrictive policies 
may prove highly constructive in the long 
run. The general concensus of managerial 
opinion is about as reliable as any that could 
be found, so that with the preponderant 
number of sound concerns that have decided 
upon expansion programs, the outlook for 
continued prosperity is much enhanced. 


Another matter to bear in mind is that 
the current low ratio of dividends to net 
earnings is closely comparable to that exist- 
ing in the 1920s. In this respect past history 
may have some weight in appraising con- 
ditions and what may lie ahead. Now as 
then, the expansion of industry created 
similar capital problems that were met in 
much the same manner. The point is that 
as increased plant capacity after World War 
I became productive, earnings expanded and 
sustained growth was rather easily achieved 
in line with improved investment confidence. 
Now that many large concerns have virtu- 
ally completed their expansion programs and 
others are bound to reach this goal in the 
not too distant future, capital requirements 
may gradually ease off, unless inflationary 
forces get out of bounds. In other words, 
there is a fair chance that greater dividend 
liberality may become general when the 
harvest time for expansion plans comes 
near. 


Then again, if fears of an approaching 
sharp downtrend in prices should diminish, 
as the ERP and Rearmament programs take 
hold, and the economy seems headed for a 
longer term of stability than some people 
had thought possible, inventory dangers 
would lose some of their threat. In this 
event, conservative companies that have 
been building up sizable inventory reserves 
at the expense of (Please turn to page 197) 
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HIGH-YIELD STOCKS SELLING LESS THAN 5 TIMES EARNINGS 


























ANACONDA WIRE & CABLE AWC 
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Funded Debt: None 
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Fund 
Shs.’ $4.50 Pfd: 152,812 - $100 par } 
Shs. 
















































































































































































































































a ——_|—— Shs.: Cap.' Stk: 843, Common: 902, 432 - no par 
yy}: Fiscal Year: Dec.’ 31 Fiscal Year: Oct.’ 31 
IP =H seca Seca coe’ mernn 
suse er t Ea : 
At == =t 
+ —f — tt . 
te 
Pd + 
ral + 1 . 
i > + + _ 
= 5 ies ae a 
= 3 = ee = ee | Saracen 
} : | : tT =I : t y THOUSANDS OF SHARES } 
if aoe — a ee H— =e { 
: Drage Seer es << ee — thai si r=" ii la ada — 
1937 1938 1939 1940 1937 | 1938 1939 | 1940 f 1941 | 1942 194 | 1944 | 19 1946 1947 
210-11 11 | 2.03 | 2.92 | 1.64 | 1.79 | 1.45 | | 2-14 | ¢ 75 | 18 | 3.03 | 3.70 | 1.83 | | 1. 30] 1.18 | Le | 4.93 [11.40] 
2.37 | - : 15 | 1.95 | 59752 650] 80 70 | .30_ | 201.00 [1.80 [1.25 [1.25 [1.00 | 1.00 | 2.40 | 3.00 
[7.7 | 8.8 | 9.8 | 11.6 | 11.6 | 12.8 | 14.4 {15.5 [16.6 | 16.3 [ 17.0 | 19.1 | 20.6 | 15.1 | 15.4 | 2.0 | 22.6 [me Ops 














ANACONDA WIRE & CABLE CO. 


BUSINESS: Company is one of the leading domestic producers of copper 
wire, cable and allied products. Although it is dependent upon the exten- 
sion of transmission and distribution facilities by power companies for a 
large part of sales, the company also does a substantial amount of busi- 
ness with Government and industrial concerns. 
OUTLOOK: Reflecting the changes in metal prices and general business 
conditions, earnings of the company have fluctuated widely. Under favor- 
able circumstances, however, excellent earnings are possible; viz., last year 
the company reported $10.05 per share of stock (adjusted for the 2-for-| 
stock split in December 1947), compared with $3.66 the previous year and 
only $1.79 during the best war year. Company buys most of its metals 
from Anaconda Copper Mining Co., which owns 70% of its common 
stock. By adopting the LIFO method of inventory valuation, the effects 
of wide changes in copper prices are somewhat moderated. Earnings 
this year will feel the effects of higher costs and reduced inventory profits, 
which combined with slightly lower prices is expected to result in a mod- 
erate decline in net income from the peak established last year. However, 
as the rearmament program is expanded, considerable business should 
accrue to the company, while the longer term future is enhanced by the 
deferred and expanded needs of the utilities, the prospective high indus- 
trial activity throughout the country, and the huge requirements for hous- 
ing and electrical appliances. The company has substantially improved 
its finances in recent years, in spite of capital outlays of approximately 
$9,000,000. There is no funded debt or preferred stock issue, capitalization 
consisting solely of 843,963 shares of common stock, of which 592,384 are 
owned by Anaconda Copper Co. 
DIVIDEND ACTION: Company follows a conservative dividend policy. 
Last year $6.25 was paid. Current rate of 50c quarterly will again be sup- 
pemented by extras. Stock yields 16.4%. 
MARKET ACTION: The stock is generally volatile, reflecting the cyclical 
nature of the business. At current price of 38, it is selling at less than four 
times last year’s earnings. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31, 
40 1 














947 Change 
ASSETS (000 omitted) 
ee $ 1,361 $ 5,512 +$ 4,151 
Marketable Securities tbisdiodeeis | aus 6,093 ao 09. 
Receivables, net ..... me 5,085 6,766 + 1,681 
inventories .......... Bs 8,663 12,425 + 3,762 
Other Current Assefs...................0..000c0008 279 39 + 116 
TOTAL CURRENT ASSETS........................ 15,388 31,191 + 15,803 
Plant and Equipment...................0c00ccce00 16,696 18,571 + 1,875 
Less Depreciation ..................::ccccseeeseeees 6,337 8,319 + 1,982 
MEINE cc sscnaciccacscciesecssducsdcacsuesseese 10,359 10,252 — 107 
III oa ceasad scetestevesntssaciecascadeuieses 362 1,723 + 1,361 
I IU os cins coin cconsericrsccesasctosenasees $26,109 $43,166 +$17,057 
LIABILITIES 
Accounts Payable and Accruals.............. $ 1,819 $ 2,083 +$ 264 
Reserve for Taxes................:ccccccseeceeecees 1,182 6,417 + 5,235 
Other Current Liabilities........................ 2,541 3,565 + 1,024 
TOTAL CURRENT LIABILITIES.................. 5,542 12,065 + 6,523 
SE cisiccateGlicciaibadeciestmccsesesee: _._-neduaaes 1,328 + 1,328 
MIND ec caccssessventntbedunennesesecesssecescosessscsne 16,879 ee ———C‘(ié nents 
ERROR Fr ore tee eerenyy errr error 3,688 12,894 + 9,2 
TOTAL EBABILITIRG ...cccccccoccccescccseccoscssee $26,109 $43,166 +$17,057 
WORKING CAPITAL ...............ccceccceeeeeeee $ 9,846 $19,126 +$ 9,280 
NUT IID Co ccncdvanscacstcerncudesaudaverecvcsees 2.7 2.6 — oW 


MAY 22, 1948 


WEST VIRGINIA PULP & PAPER COMPANY 


BUSINESS: Company is one of the largest domestic manufacturers of 
white paper, as well as an important factor in the kraft paper and board 
field. It owns about 400,000 acres of southern pine woodlands and has 
an annual capacity of 635,000 tons of paper and paperboard. 
OUTLOOK: As a result of favorable operating conditions in the white 
paper industry, the company has made the most stable showing of the 
major concerns. In recent years earnings have shown a steady increase, 
reaching a peak of $11.40 per share in 1947, compared with $4.93 in 
1946 and $2.05 during the best war year. In view of new plants which the 
industry has brought into operation, the gap between supply and demand 
in all paper and board lines is rapidly narrowing; yet the rate of con- 
sumption remains high and indicates a continued high rate of activity. No 
break in prices appears imminent, which suggests moderate gains in 
sales volume. While costs are bound to be higher, the company is in a 
good position to offset them materially because of its emphasis on newer 
products, the advantages of plentiful labor, low-cost power, and adequate 
timber supplies. In addition, as a fully-integrated producer, the company 
is not as greatly affected as other companies by wide fluctuations in the 
costs of materials; thus it is in a better position to maintain satisfactory 
profit margins in an inflationary period than non-integrated producers. 
Finally, improvements and expansions of existing facilities should enable 
the company to consolidate its gains, particularly in the kraft field, which 
has favorable growth possibilities. Current financial position is strong, 
with resources highly liquid. By retaining a goodly portion of its earnings, 
the company has been able to expand without outside financing. 
DIVIDEND ACTION: Common dividends have been paid each year since 
the company was incorporated in 1899, even when deficit operations 
were sustained. Current rate of 25c¢ quarterly is supplemented by extras in 
varying amounts. Based on last year’s $3.00 dividend, yield is 6.7%. 
MARKET ACTION: Stock ranks among the better quality paper equities. 
At current price of 45, it is selling at approximately four times earnings. 
Price range for the year is 46 high—38% low. 


COMPARATIVE BALANCE SHEET ITEMS 
October 31, 
940 19. 












47 Change 

ASSETS (000 omitted) 
esis cob cecseiecstcunscnstctonnceneetuacedee $ 6,391 $10,795 +$ 4404 
Marketable Securities .......................... L | een — 249 
MMIII OUIE oeeccdnesdecssssaxsdancssacessiares 4,126 3,787 — 339 
IIo cidesne ccecce wacdsdsdaccavecduascaseeles 7,575 10,277 + 2,702 
Other Current Assets.......................0000005 569 915 o 346 
TOTAL CURRENT ASSETS........................ 18,910 25,774 + 6,864 
Plant and Equipment............................ 76,111 95,778 + 19,667 
Rene MN NOUNIIIIIIY 56. 0cs<sncsuesesccndcuscdscescese 38,098 57,783 + 19,685 
ME ION heii tnesasoceccncasescesdecendosacaten 38,013 37,995 —- 18 
esos sian orcstieasaaestsbanncxanesince 4,545 9,617 + 5,072 
IE escpuoscasscccainndascsascienssetensent’ $61,468 $73,386 +$11,918 
LIABILITIES 
Accounts Payable and Accruals.............. $ 1,630 $ 2,905 +$ 1,275 
a” ee eee 712 114 — 598 
Other Current Liabilities................ 234 162 a 72 
TOTAL CURRENT LIABILITIES.......... an 2,576 3,181 - 605 
I Ionics cceicncensatguetesiionsdndnnsdae aapae—té‘(‘yY Ges — 7,727 
INI go 00a tadabsays -easuchdupscacuesaccadehedauvass 25 790 oh 765 
IEE  asicisaihschiaictiheaapatadaddantawiilinaneubsnedanebie 43,414 42,272 — 41,142 
MI acd dnk aia dincnsassucnscasustiesncacaded eee 7,725 27,142 + 19,417 
TOTAL LIABILITIES . $61,468 $73,386 +$11,918 
WORKING CAPITAL - $16,334 $22,593 +$ 6,259 
I IED Scnccsevcncencscovccccesesisacs nee 7.3 8.1 te 8 
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HIGH-YIELD STOCKS SELLING LESS THAN 5 TIMES EARNINGS 





















































































































































































































































































































































FIRESTONE TIRE & RUBBER FIR r - » ‘UNITED MERCHANTS & MFRS. UDM 
: : males : i Adjusted = . 
aa Price Range = 
_ 0 5 ; ain — + 1929 - 1935 —} gp 
: [- High - 588 = 
: 2 : ; : : : i - % apes 
; : = 70 
| Funded Debt: $36,000,000 4 ~ 
Shs 4 Pfd: 152,000'- $100 par—}—— ih —1@ s 
7] Shs Common: 1,950,834 - $25 par : : : tT; re ° . ° 3 : 
| Fiscal Year: Dec.’ 31 : -—# - ; Funded Debt: $10,000,000 2 
rut 1 50 Min.; Int: $1,858,511 1 
+ it Shs.; Common: 3,903,001 - $1 par 4 
a _—" Fiscal Year: June 30 H 
= ee stata 40 : tt + 
+ T 
tat High and Low for 1936 : tt 
— T — : 1 
—T Ieee. am be al | : ro : K T 
. fi ry i iJ : ’ ° fu 
: =} ak 
* : aii 
rt i a 2 vf 
| PPL er T that -_ he = 
Ld : $ : sn! A 
10 : — wa 
- =— +t —fs— 7 
: : o Seaaaas “ppl! gias sae e008 : i : a | 
THOUSANDS OF SHARES eS < 3 +H} 
t Saar er Pes reas “ : : si t 
BRE ; : : AvP RES BESTT 4 
1937 1936 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1037 jose . — , 1945 1946 1947 
3.33_| 1.27 2.03 3.02 | 4.37 5.04 6.40 | 7.34 7.42 13.21) 13.46 earn) | .44 q@ .26 |‘ .41 -56 +13 1.07' | 1.23 1.24 1.33 | 2.30 5.36 
2:50 | 1.25 1.00 1.00 | 1.25 1.50 2.00 | 2.00 2.50 3.75| 4.00 ow.) | .08% - = 08% | .1 -2 sam 1” ee -50 -93 1.60 
75.3 74.5 74.5 | 89.3 92.2 | 107.7 |102.3 | 139.1 144.0 | 145.6 | tg Op $ mil 4.1 5.8 7.6 9.5 11.6 | 22.0 | 26.7 31.2 | 33.6 37.1 | kg 


















































FIRESTONE TIRE & RUBBER CO. 
BUSINESS: Company is one of the four leading domestic manufacturers 
of tires and tubes. It also produces a wide variety of mechanical rubber 
goods, latex and plastic products, aircraft parts and steel items. In addi- 
tion it operates three government-owned synthetic rubber plants. 
OUTLOOK: With world-wide distribution facilities, the company obtains 
about two-thirds of its sales from tires and tubes. Original equipment 
normally accounts for half of tire volume but replacement sales contribute 
the greater portion of profits. The company’s record is outstanding, with 
fluctuations narrower than for rubber industry as a whole. In spite of 
heavy taxes and reserves, the company has been able to show a steady 
increase in sales and profits during pre-war, war, and post-war years. 
Last year’s earnings of $13.46 a share established a new peak, and 
compare with the war-time high of $7.42, and with $3.27 in 1929. Although 
the post-war peak has already been passed, sales of replacement tires 
should continue at a high level for some time to come in view of expand- 
ing automobile traffic. Reflecting higher costs, reduced volume, and the 
re-introduction of low-priced lines, profit margins will probably narrow 
during the current year. But the advance in tire prices made in the late 
months of 1947 should be of some benefit, particularly in view of the 
greater emphasis on original equipment items. In addition, the outlook 
for the more profitable non-tire business is favorable, while synthetic 
rubber developments offer promising prospects. Thus, while a moderate 
decline is expected, profits should still be large and compare very favor- 
ably with pre-war years. 
DIVIDEND ACTION: Company has paid dividends each year since 1924, 
although at varying rates. Last year $4.00 was paid. Current payments 
are at the rate of $1.00 quarterly. At current price, the stock yields approxi- 
mately 8.7%. 
MARKET ACTION: Because of the company's good earnings and dividend 
record, the stock is the most conservative in the tire group. At recent price 
of 46, the issue is selling at less than four times earnings. Range for this 
year is high 50!/,-—low 43. 


COMPARATIVE BALANCE SHEET ITEMS 
October 31, 
1940 













1947 Change 
ASSETS (000 omitted) 
ERY a cbitspssnctycs Bel Seed oven conevoetehsienbiesonen $ 13,405 $ 25,008 +$ 11,603 
Receivables, net ..... 33,317 77 467 + 44,150 
ee See eae 58,692 123,025 + 64,333 
TOTAL CURRENT ASSETS..... 105,414 225,500 + 120,086 
Plant and Equipment......... 117,210 174,428 + 57,218 
Less Depreciation .......... 38,706 85,497 + 46,791 
Net Property ......... 78,504 88,931 + 10,427 
Other Assets ........ . 9,250 9,963 + 713 
IS eth ibG ede Nagrsenices . $193,168 $324,394 +$131,226 
LIABILITIES 
Accounts Payable and Accruals . $ 18,091 §$ 28,815 +$ 17,724 
Reserve for Taxes............. 8,854 48,588 op 734 
Other Current Liabilities... 3,908 2,511 — 7397 
TOTAL CURRENT LIABILITIE: 30,853 79,914 + 44,061 
Long Term Debt................. . 45,800 63,000 + 17,200 
Reserves .............. sect 3,300 28,992 + 25,692 
Capital ...... nes 65,957 63,970 — 1,98 
ree bts 46,730 88,002 + 41,272 
TOTAL LIABILITIES ........ ... $193,168 $324,394 +$121,226 
WORKING CAPITAL ...... ser ... $ 74,561 $145,586 +$ 71,025 
SE INIIIDY Ses ovcccpnosresccscccncsonvseusensereees 3.5 2.8 — 7 


184 , 









































“Plus 10% Stk.’ Div." 


UNITED MERCHANTS & MANUFACTURERS 
BUSINESS: This is a holding company operating textile merchandising 
organizations, textile mills, and finishing plants. Principal products sold 
include woven cotton goods, and woven and knitted rayon fabrics, sold 
under the trademarks “Cohama,” “Ameritex,” etc. 
OUTLOOK: In a highly volatile industry, the company has managed to 
achieve a favorable record, largely due to the wide public acceptance of 
the products developed by the company’s 1 h laboratories. With 
consumer. purchasing power holding up well throughout the country, a 
high level of operations is indicated. Earnings for the fiscal year ended 
June 30, 1947, reached an all-time peak of $5.36, as against $2.30 the 
previous year and a $1.33 top during the war. The company has em- 
barked upon an extensive expansion program involving expenditures of 
$22,000,000 for domestic and foreign affiliates, of which about a third 
has been completed. This will permit an appreciable increase in output, 
which on top of plant modernization should go a long way to offset in- 
creasing material and labor costs. Foreign subsidiaries have reported 
sharply increased earnings, amounting to approximately 17% of net in- 
come last year, although the Argentine subsidiary may face increasing 
competition from Japan. With domestic public demand holding up well 
and prices firm, new record sales appear possible, especially in view of 
heavier Government orders. Since margins should be maintained, earn- 
ings for the current fiscal year may well exceed the previous year's, Com- 
pany’s finances are strong, despite heavy retirements of outstanding debt. 
In December a $10,000,000 20-year loan was obtained, to retire preferred 
stock and add to working capital. 
DIVIDEND ACTION: Dividend payments have been relatively moderate. 
et rate of 25c quarterly is supplemented by occasional extras. Yield 
is 8.9%. 
MARKET ACTION: Although better than most textile stocks, the issue is 
fairly volatile, reflecting the fluctuations in the industry. At current price 
of 18 it is selling at 3.4 times last year's earnings. Range for the year is 
18! high—135% low. 

COMPARATIVE BALANCE SHEET ITEMS 































June 30, 

1940 1947 Change 
ASSETS (000 omitted) 
LE Ree «- $ 1,616 $12,480 +$10,864 
Marketable Securities eee oe 4,678 + 4,678 
Receivables, net .......... 9,958 27,819 + 17,861 
IN Sood cre i Te cen cascunnnats tot coancecsives 5,925 24,836 + 18,911 
SI, IIIT BRIE, nccsccccccenoscaveeceveoncs. __ ¢auecene 1,99 + 1,994 
TOTAL CURRENT ASSETS... 17,499 71,807 + 54,308 
Plant and Equipment.......................000006 13,758 32,050 + 18,292 
LOSE DORTOCIATION. ............cccsccccocesccssoseces 6,509 15,543 + 9,034 
Net Property ........... 9 16,507 + 9,258 
Other Assets ......... 9,085 + 5,157 
TOTAL ASSETS $97,399 +$68,723 
LIABILITIES 
Notes Payable $ 4,250 —$ 1,232 
Accounts Payable and Accruals 13,763 + 12,303 
Reserve for Taxes........ 7,033 + 6,43 
Other Current Liabilitie 2,443 9,628 + 7,185 
TOTAL CURRENT LIABILIT 9,985 34,674 + 24,689 
Short Term Debt.................... Spe 8... — 2,830 
INE Dc dal ccs odacctatruskvaisausécnchalagicaspescucs. | ceatpinas 3,500 + 3,500 
SE a gtgroccee cet tocerstaterndceesennaac; eavcgenshae eh 5,996 977 + 41,981 
III: cites aknbegucediiotungsenhiokabpeqeanwetipaneas ce 9,285 49,389 + 40,104 
EMME MMIMPULMNUNDD, cccningscccsescepercesguesessons $28,676 $97,399 +$68,723 
WORKING CAPITAL ...............000seeeeeeeeeee $ 7,514 $37,133 +$29,619 
IIIS Seaiscncespeascsetunenanacwetsdtaxesseas 1.8 2.1 + 3 


THE MAGAZINE OF WALL STREET 











AA HN EO 


INVESTMENT AUDIT OF 


CANADIAN PACIFIC 


By STANLEY DEVLIN 


P38 inion dollar enterprises are no novelty 
in this country but it would be erroneous to assume 
that they are a specialty exclusively of our own. 
In Canada, not one but two lusty transportation 
giants challenge many of our largest railroad sys- 
tems as to assets and mileage operated. One of 
them, the Canadian National Railway System, is 
Government owned, but the other one, Canadian 
Pacific Railway Company, has private ownership, 
and more residents of the United States are holders 
of its ordinary (Common) shares than either of 
Canada or of the United Kingdom. 

Considerable significance is attached to the pro- 
gress achieved by Canadian Pacific because it has 
been forced to share its vast empire with its even 
larger and government-managed competitor. The 
far-flung lines of both railroad systems interlace 
the southern sections of the Dominion from Halifax, 
Nova Scotia 4000 miles to Vancouver on the Pacific 
Coast, each one touching every important city in 
the country, and with fingers reaching southward 
across the border at a few points, through con- 


trolled American subsidiaries. Since upon the effi- 
ciency of these two railroads hinges Canada’s en- 
tire economic life and since their services so gener- 
ally overlap, time and again it has been proposed 
to combine them into one vast system. But so far 
the Government has seen an advantage to the pub- 
lic in retaining highly competitive conditions. 
Under the circumstances it is interesting to note 
how the more dynamic policies of the privately 
owned Canadian Pacific Railway have brought bet- 
ter results on the whole than those of the gov- 
ernment operated system, despite the latter’s larger 
resources and political backing. 

In its effort to build up traffic for itself in a vast 
territory larger than that of the United States and 
Alaska combined, though with a population that 
has barely reached the 12 million mark, Canadian 
Pacific’s forward looking management has ventured 
far afield from the mere realm of railroading. To 
operate 17,034 miles of trackage successfully 
enough to meet fixed charges for many years past 
has been a feat that Canadian National Railways 




















failed to equal. That Canadian Pacific could do so 
in good years and bad, and in spite of strict Gov- 
ernment rate controls, attests to considerable rail- 
roading acumen. But at times the margin of earn- 
ings over fixed charges was so thin that by degrees, 
the company alloted: a substantial share of its $1.6 
billion resources to achieve profitable diversifica- 
tion. By such action, it has not only helped to ex- 
pand its revenues, but to exploit the vast natural 
resources of Canada on practically every front. 
Viewed from this angle, the pattern followed by 
Canadian Pacific rather closely resembles that of 
some of our pioneer American railroads, especially 
the Southern Pacific and Union Pacific systems, only 
on a broader scale. 


Its Origin 


Some sixty years ago, Canadian Pacific received 
a land grant of 25 million acres, more than a 
quarter of which it resold to the Canadian Govern- 
ment in 1886. These remaining holdings have kept 
it in the real estate business on a large scale ever 
since. The company still owns millions of acres, 
although it is considered a poor year when sales 
fall below 100,000 acres. Last year it disposed of 
133,000 acres and as many as 278,900 in 1945. Net 
cash receipts of this kind during 1947 totalled ap- 
proximately $3.2 million, and in substantial meas- 
ures these represented instalment payments alone. 
Canadian Pacific’s colonization department is thus 
contributing towards increasing the population 
and consequent traffic in the territory it serves, 
especially in the Western areas. And to encourage 
travel to the scenic sections and to the larger cities, 
the company owns nearly a dozen high class hotels, 
such as the Hotel Frontenac in Quebec and the 
Royal York Hotel in Toronto, the latter being the 
largest of its kind in the British Empire. Net earn- 
ings from hotels last year exceeded by $545,870 
the previous peak level established in 1946. 

Aside from agricultural and city properties, rev- 
enues from vast timber and ore lands, oil and na- 
tural gas acreages are bolstering Canadian Pacific’s 
non-railway income impressively. In future years, 
the company’s potentials from these sources seem 








Selected Balance Sheet Items* 


(000 omitted) 
Dec. 31, Dec. 31, 
1940 1947 Change 

CURRENT ASSETS 

Cash and Securities.................. $ 38,029 $ 74,312 +$ 36,283 

Receivables, Net .................... 8,096 17,968 + 9,872 

Materials and Supplies......... 18,857 36,713 + 17,856 

Other Current Assets............... 9,268 14,741 + 5,473 
TOTAL CURRENT ASSETS....... $ 74,250 $143,734 +$ 69,484 
CURRENT LIABILITIES 

Accts. Payable and Accruals $ 7,054 $ 10,390 +$ 3,336 


Audited Vouchers 5,150 9,284 + 4,134 


Other Current Liabilities... 11,767 27,164 + 15,397 
TOTAL CURRENT LIABILITIES $ 23,971 $ 46,838 +$ 22,867 
WORKING CAPITAL $ 50,279 $ 96,896 +$ 46,617 
CURRENT RATIO 3.1 Sire oS 2s 

$1,648,454 +$210,070 





TOTAL ASSETS $1,438,384 


*—In Canadian Currency 
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almost unlimited. Most important presently of all 
its outside investments is an ownership of about 
51% of the stock of Consolidated Mining & Smelt- 
ing Company of Canada, Ltd. This very successful 
enterprise mines and refines non-ferrous metals 
such as lead and zinc, and is the largest producer 
of silver in the Dominion. Because of increasingly 
firm prices for its products, Consolidated’s net earn- 
ings have risen sharply during the past two years, 
and so have its dividends. Distributions on Can- 
adian Pacific’s holdings alone amounted to more 
than $7.1 million in 1946 and soared to $13.4 mil- 
lion in 1947. Even better things may be in store 
for the parent concern during the current year, for 
the January Consolidated Mining dividend was 
raised by 50 cents per share to $1.75, and long con- 
tinued extra payments were lifted to $3.25. As 
Canadian Pacific owns more than 1.6 million shares 
of Consolidated Mining, this sizable semi-annual 
dividend adds up to a handsome sum and with 
prices for lead and zinc up another notch this divi- 
dend income is not only secure but may further rise. 

As time goes on, Canadian Pacific’s royalties from 
mineral, oil and natural gas rights promise to be- 
come a very important factor in swelling its total 
income. Large areas owned by the company are 
underlaid with valuable coal deposits and others 
have exceptional promise as to petroleum and na- 
tural gas. Only recently, Socony-Vacuum Oil Co. 
entered an agreement with Canadian Pacific to ex- 
plore more than 1.8 million acres of the latter’s 
land in the far Northwest where preliminary sur- 
veys have indicated oil deposits. While the results 
of this move are as yet unpredictable, such large 
scale and costly operations would hardly have been 
undertaken without a basis for warranted optimism. 


Shipping Activities 


Prior to World War II, Canadian Pacific’s large 
steamship fleet substantially boosted its railway 
earnings, and though sufficient time has not elapsed 
to fully restore its prewar size, maritime revenues 
are helping to swell overall totals. Last year the 
company added a sixth “Beaver” ship to its North 
Atlantic cargo fleet, and in the summer of 1947 
returned the Empress of Canada to passenger ser- 
vice. Coastal operations last year were handicapped 
by mounting costs, but on balance the company’s net 
earnings from all shipping activities amounted to 
about $3.8 million, a decline of around $400,000 
from the previous year. With more ample tonnage 
capacity indicated for 1948, it is possible that bet- 
ter results may be achieved. 

To further supplement its railway revenues, 
Canadian Pacific derives some income from its tele- 
graph service, express, timber mills and irrigation 
projects, although it is difficult to state just how 
much from each individual source. Additionally, 
the company for the last eight years has been op- 
erating a system of airlines, chiefly to provide trans- 
portation from the more populous Southern sections 
of *Canada to otherwise inaccessible areas in the 
far North. Canadian Pacific Air Lines, Ltd. now 
flies about 7 million revenue miles annually, but 
operations have been more often in the red than 
in the black, due to high operating costs. Either 
way, their influence upon the net earnings of the 
parent concern has so far proved inconsequential, 
although with the passage of time the story may 
become different. 
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Long Term Operating and Earnings Record* 
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Fixed 
Rail Rail Net Rail Charges Pfd. Divs. Balance 
Oper. Oper. Oper. Other Gross Fixed Times Net Pref. _—‘ Timestf for Net Per 
Years Revenues Expenses Income Income Income Charges Earned Income Divid'ds Earned Common Common 
1947 $315.6 $295.7 $22.9 $24.8 $47.7 $15.8 3.00 $31.9 $4.5 2.34 $27.3 $2.04 
1946 292.5 271.6 20.8 22.8 43.6 18.4 2.37 25.1 4.5 1.91 20.5 1.54 
1945 < “SEG 280.0 36.0 15.1 51.2 19.5 2.62 31.6 5.0 2.10 26.5 1.98 
1944 318.8 275.7 43.1 12.4 55.5 20.8 2.65 34.7 5.0 2.20 29.6 2.21 
1943 : 297.1 247.9 49.2 16.3 65.5 22.4 2.92 42.9 5.0 2.44 a A 2.83 
a a EO 208.6 48.2 15.8 64.0 23.6 2.71 40.3 5.0 2.29 35.3 2.64 
| 1941 221.4 175.5 45.9 13.4 59.3 24.9 2.38 34.3 5.0 2.03 29.3 2.19 
1940 170.9 135.3 35.6 10.7 46.3 26.2 1.78 20.1 5.0 1.52 15.1 1.13 
1939 151.3 122.7 28.5 6.7 35.3 25.5 1.38 9.7 ae 1.17 9.8 32 
1938 .. 142.2 121.5 20.7 re. 28.1 26.8 1.05 1.2 me 93 defl.5  def.32__ 
10 ton ‘Assnine. 1938- 47. 248.3 213.4 35.1 14.5 49.6 22.4 2.29 27.2 3.9 1.90 22,9 1.65 
4 Year Average, 1938-41... 171.4 138.7 32.7 9.5 42.2 25.8 1.65 16.3 25 1.41 13.2 83 





*—In million dollars Canadian Currency. 





t—On Over-all Basis. 























In our discussion of Canadian Pacific Railway 
thus far, we have followed a rather unusual pro- 
cedure by outlining the collateral activities of the 
company before touching upon its primary railroad 
operations. Accounting for this is the unique cir- 
cumstances that for the past two years the aggre- 
gate net earnings of this Empire builder have in- 
cluded a larger proportion of ‘other income” than 
of net revenues from railroading proper. 


Importance of ‘‘Other Income”’ 


For nearly thirty years past the company’s over- 
all income has been substantially swelled in every 
year by “other income,” but not until 1946, when 
other income of $22.7 million compared with net 
railway operating income of $20.8 million, did the 
former figure become predominant. Again in 1947, 
the relative showing was $24.7 million against $22.8 
million. It should be realized, though, that only in 
six of the past twenty years was net railway op- 
erating income as low as last year, while other 
income was at an all time peak 
in 1947. But since there is room 
for improvement in both cate- 
gories during near term years, 
the interesting race for suprem- 
acy between the two income 
sources may add to the specula- 
tive attraction of Canadian Paci- 
fic shares. 





Railroad Operations 


In studying the above situa- 
tion, let’s take a look now at 
the operating accomplishments 
and problems of the company in 
the railroad field. Due to the vast 
territory covered by Canadian 
Pacific and the long distance be- 
tween the grain growing sec- 
tion and coastal ports, the aver- 
age haul per ton mile is 
stretched out to well over 400 
miles, and this includes traffic 
borne to the relatively few large 
inland cities along the route. 
This lack of traffic density is of 
course a basic handicap, for dur- 
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ing 1947 the average rate allowed for hauling a ton 
one mile was slightly less than one cent, despite a 
small rise in rates during the year. 

The volume of freight traffic on the railway, 
however, exceeded all previous peacetime records 
due to substantial shipments of grain and flour to 
the seaboard, record exports of wood pulp and 
newsprint to the United States and sizable imports 
of coal, oil and manufactured goods from this 
country. Gross revenues in 1947 of $318.5 million 
closely approached the historic record of $318.8 
million achieved in the war year of 1944. Of last 
year’s total, revenues from freight accounted for 
$250.8 million, or about 80%, topping previous 
records by $17.7 million. Earnings from passenger 
traffic, on the other hand, declined to $40.3 million, 
a dip of 11.1% compared with 1946. In this connec- 
tion it is well to note that Canadian Pacific operates 
its own sleeping, dining and parlor cars. The num- 
ber of passengers carried one mile aggregated more 
than 1.6 billion, and the average fare charged was 
2.4 cents per mile in 1947. (Please turn to page 197) 
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— Fixed Obligations: $379,003, 229 
4% n-c Pref.’ Stock: $137, 003, 229 + 
— Shs.’ Ordinary Stock: 13, 400, 000 - $25 par 
+— Fiscal Year: Dec.’ 31 t 
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Summer Rise 


In each and every year since 
1897, which is as far back as the 
Dow-Jones industrial average 
goes, the high of the two-month 
period July-August has been 
above the low of the two-month 
period May-June. This is the 
“seasonal summer rise”. It has 
averaged about 16%, ranging all 
the way from:a nominal 0.6% 
in 1910 to a whopping 82% in 
1932. In only 17 out of 51 years 
has it been less than 10%. In only 
six years has it been less than 
5%. In 23 years it has exceeded 
15%. Last year the summer rise 
began at about this time in mid- 
May and ran into late July, the 
move amounting to about 14.5% 
for the industrial average. 


This Year 


At its high to date, the inter- 
mediate rise from this year’s 


March low amounted to 11.8% 
course, is not a summer rise; and 
because of it this column’s hopes 
for the usual summer move have 
to be moderated, for the higher 
the market is in the May-June 
period, the less is the potential 
for July-August. Assuming no in- 
tervening set-back below 180, 
Dow-Jones, the average would 
have to climb to about 209 (from 
180) to equal the 16% average 
summer rise of the last 51 years. 
So the odds are that any summer 
rise will be less than average. To 
amount to any respectable per- 
centage, it must surmount the 
old 1947 top of about 187. To be 
anywhere near the 51-year aver- 
age of 16% probably would re- 
quire both an intervening reac- 
tion and also a rather spectacu- 
lar subsequent upside break-out. 
Quite possible, of course, but not 
easy. : 








EIINIING GP os av usivcsnbvsesiginbssdeetbaspibkesbsuslceean 
BES Ge COG ON. 6 555.06.550555555.5 00000, sencccnceses. 
eI NINO oc crocsssh cn caccobscoelernesosbsussuseen 
Easy Washing Machine .....................008.... 
NES SNEED 255 cus chnpeSecedsstecsocteossiniacranevs 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1948 1947 
Mar. 31 quar. $1.05 $ .72 
12 mos. Mar. 31 4.86 3.78 
Mar. 31 quar. 1.32 44 
Mar. 31 quar. 1.60 97 
12 mos. Feb. 29 2.72 2.30 
12 mos. Mar. 31 53 12 
6 mos. Mar. 31 1.90 1.21 
Mar. 31 quar. 33 -08 
Mar. 31 quar. 1.66 81 
Mar. 31 quar. 1.74 1.24 
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Strikes 


“Never sell stocks on strike 
news” is an old Wall Street 
adage. It has a logical foundation, 
for production “lost” during 
strikes usually is not really lost 
but merely deferred. In a bull 
market a leading stock either will 
hold its own or continue rising, 
even if earnings are temporarily 
hit hard by a strike. That was 
so, for instance, of General 
Motors in two major strikes of 
the last decade. If Chrysler re- 
acts significantly under the strike 
which seems indicated as this is 
written, it will not speak too well 
for the market or the motor 
group. In other words, when the 
market or a stock acts poorly on 
strike news, there is _ usually 
something else also the matter 
with it—such as a technical posi- 
tion made somewhat vulnerable 
by preceding advance. This col- 
umn does not think the general 
technical position is importantly 
vulnerable at present. Hence, 


- strike threats, if they materialize, 


ought to be taken fairly well in 
stride. 


Oil Financing 


Mr. Joseph Pogue, able oil ex- 
pert of the Chase National Bank, 
estimates that all but about 17% 
of this year’s huge capital outlay 
of 30 leading oil companies will 
be covered by surplus earnings 
or other internal funds. If so, 
their total outside financing 
should be in the vicinity of $400 
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million, by no means all in equity 
financing. It thus involves no 
great problem. The industry in 
the past has been self-financing 
in major degree. It is able to 
continue so in the present great 
expansion, at sharply inflated 
costs, only because of radically 
higher oil prices and resultant 
large profits. Since the profits 
will go mainly into expansion, 
price-earnings ratios are likely 
to remain quite moderate. Oils 
should be appraised more on 
dividend potentials than earn- 
ings. Some further rise in divi- 
dends is indicated, but not a 
spectacular one for the group as 
a whole. There is some leeway 
for additional market advance. 
This column doubts that it will 
be more than the percentage rise 
of the general list from this 
point. That thought applies to 
the group as a whole, and espe- 
cially the large integrated com- 
panies. There may be individual 
exceptions, chiefly among smaller 
companies and mainly the crude 
producers. 


Best & Co. 


The outlook for retail trade ap- 
pears good, and it is better for 
Best & Co. than for most depart- 
ment stores because of its strong 
position in children’s clothing 
trade and the sharply increased 
child population. The company 
operates a large, new, efficient 
store on New York’s Fifth Ave- 
nue and 14 branch stores, mainly 
in New York suburbs. Earnings 
for the year ended January 31 
were $4.36 a share, against the 
record $4.48 of the preceding 
year, a smaller shrinkage than 
had generally been expected. Lit- 
tle change is likely this year. The 
stock, now around 27, yields 
about 7.4% on the regular $2.00 
dividend; and 9.2% if the 1947 
is re- 
peated, as is very probable. Fi- 
nances are excellent. Aside from 
mortgage debt of $5,045,000, sole 
capitalization is 600,000 common 
shares. The 1946 bull-market 
high was 5214, not far from 
double the present price. The 
company’s operating ratio is now 
about in line with what was in 
good prewar years. At its 1937 
bull-market high the stock sold at 
nearly 17 times earnings, on a 
yield basis of about half that now 
obtaining. At present price, it 
strikes this column as offering 
solid value, a handsome yield and 
a rather large potential for ap- 
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preciation, given a _ general 


market advance. 
Stockpiling 


When it comes to national de- 
fense, aircraft and the stockpil- 
ing of vital materials seem to be 
the two things most popular with 
Congress. For the fiscal year 
starting July 1 the stockpiling 
budget has been put at $660 mil- 
lion, against $285 million for the 
present fiscal year. Added to 
strong industrial demand, it 
should be apparent that nothing 
like $660 million can be actively 
spent, in 12 months, without driv- 
ing prices of many key materials 
—for instance, copper, lead and 
zinc—even higher than they are 
now. This is so, even if all buying 
is done abroad, as is the objec- 
tive. One must conclude that, at a 
minimum, stockpiling virtually 
guarantees maintenance of pres- 
ent highly profitable non-ferrous 
metals prices for an extended 
time to come. As compared with 
other favored groups, including 
oils, the leading copper and lead 
stocks still look moderately priced. 


Video 


Television sets are in fast- 
increasing demand. Apparently 
each home installation does a sell- 
nig job on one or more neighbors, 
giving the whole industry the 
most effective kind of advertising. 
According to trade sources, tele- 
vision equipment will account for 
about $250 million of the radio 
industry’s forecast sales volume 
of $1 billion for 1948. But this is 
not an inviting field for public 
investment. In due course it will 
be subject to the intense compe- 
tition and the cyclical ups and 
downs which have characterized 
the radio-set manufacturing busi- 
ness, of which it is now an ad- 
junct. On the whole, radio stocks 


have given investors below-aver- 
age results both in long-pull cap- 
ital appreciation and in income 
return. The best of them is 
Philco, equity of a well-diversified 
and highly efficient eompany. 


Value 


Selling around 36, Sterling 
Drug is a good value for conserv- 
ative investment accounts. The 
record seems to indicate the best 
management in the proprietary 
product field. There has been 
large, but gradual, long-term 
growth; yet enough stability to 
permit maintaining good earn- 
ings and dividends through peri- 
ods of general economic recession. 
During the past year Sterling 
has largely avoided the earnings 
deflation which others in the field 
went through as a result of in- 
ventory adjustments of wholesale 
and retail distributors. Earnings 
for the first quarter were $1.07 a 
share, against 96 cents in the like 
1947 period. This suggests well 
over $4 a share for 1948. Thus 
the stock is selling for less than 
9 times earnings, a low ratio for 
an issue of this quality. The yield 
of the regular $2.00 dividend is 
5.5%. Since the company in the 
past has dstributed much more 
than half of earnings, an in- 
creased dividend, or a year-end 
extra, appears probable. The 
stock sold as high as 63 in 1946, 
as high as 49 in 1947. From 
around 36, there should be a sub- 
stantial appreciation potential. 


Elliott 


The Elliott Company is one of 
the smaller, but long established, 
makers of heavy machinery for 
utilities, oil refiners, ship builders, 
railroads, dredging, steel making 
and manufacture of chemicals. 
Probably sales will be high for at 

(Please turn to page 206) 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
Mbsrcinenit OG SIV GBS ia. bike cicccscicdsccsesicdicds Year Jan. 31 $11.43 $14.15 
NCE PONOI secs ccces 5 dc sede ctenctescakiseeectévens Year Feb. 29 6.39 10.03 
Bleemieenehennes GROG e ono 5. asec cciccccecccostscsctes Mar. 31 quar. 5.49 6.16 
Federal Mining & Smelf. .......................... Mar. 31 quar. 1.66 2.05 
RR ONO AINE ac ccnc cbs ent sec saciccsicacusscdcetcene Mar. 31 quar. -93 1.21 
Pittsburgh Coke & Chem. ......................... Mar. 31 quar. -61 2.42 
WN Oo ocd i seecccanc ch seccecsssusscadentccciaaciaeee 12 mos. Mar. 31 2.31, 2.83 
Revere Copper & Brass........................00.5 Mar. 31 quar. 1.25 1.85 
Smith & Corona Type. ..........................0668 Mar. 31 quar. 93 1.23 
WRURIRGGE WCROO occ csiscctcceccsccccccsecocecenereses 9 mos. Mar. 31 .03 1.21 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 
1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





United Merchants and 
Manufacturers Inc. 

“Please furnish recent earnings and 
sales volume of United Merchants and 
Manufacturers, Inc.” 

R.F., Columbus, Ga. 

Estimated consolidated net 
earnings of United Merchants and 
Manufacturers Inc., for the nine 
months ended March 31, 1948, 
were $18,760,000. After provision 
for preferred dividends these 
earnings were equivalent to $4.80 
per share on 3,885,855 shares of 
common stock then outstanding. 
In addition, the corporation’s 
share of estimated undistributed 
earnings of unconsolidated com- 
' panies for the nine months ended 
March 31 of this year totalled 
$474,000, compared with $1,077,- 
000 for the corresponding period 
a year earlier. As of January 2, 
1948, the company redeemed and 
cancelled its entire outstanding 
preferred stock. 

Total merchandise sales (in- 
cluding -inter company transac- 
tions) amounted to $193,606,000 
for the nine months ended March 
31, 1948, compared with $174,410,- 
000 for the nine months ended 
March 31, 1947. These figures do 
not include business done by Unit- 
ed Factors Corporation, whose vol- 
ume rose 31 per cent over the 1947 
period. 

The combined sales volume of 
Robert Hall Clothes, Inc. and Case 
Clothes, Inc., retail store subsidi- 
aries of the company, increased 
70 per cent over the same period 

‘ year. With the opening of nine 


0 


new units in the first three months 
of 1948, the retail subsidiaries had 
a combined total of 53 units. Ad- 
ditional units are expected to be 
completed during the Summer 
months. Dividends including ex- 
tras totalled $1.60 a share in 1947 
and 55 cents has been paid thus 
far in the current year. 

Previous annual earnings for 
the fiscal year ended June 30 were 
as follows: 1944 — $1.24, 1945 — 
$1.33, 1946 — $2.30 and 1947 — 
$5.36 per share. 


Anchor Hocking Glass Corporation 
“T have head that Anchor Hocking Glass 
Corporation’s earnings have declined in 
recent months, will you please give me 
the facts and the reason for the decline.” 
V., Easton, Pa. 
Net earnings of Anchor Hock- 
ing Glass Corporation for the 
telve months ended December 31, 
1947 were $3,158,991. Net earn- 
ings for the twelve months ended 
March 31, 1948 were $2,155,131. 
as compared with $4,728,003. for 
the twelve months ended March 
31, 1947. These earnings were 
equivalent to $4.02 per common 
share for the twelve months 
ended December 31, 1947, and 
$2.63 per common share for the 
twelve months ended March 31, 
1948, as compared with $6.21 per 
common share for the twelve 
months ended March 31, 1947. 
Earnings have gradually de- 
clined since June 30, 1947 and 
this was due to continuing in- 
creases in the corporation’s costs, 
especially such uncontrollable 
items as raw materials and 


freight rate increases, and the 
renewal of labor contracts in 
1947 which brought about higher 


wages. These’ have offset the 
gains effected by the increase in 
manufacturing efficiencies and 
greater production. Unfortunate- 
ly, sales prices could not be in- 
creased coincident with the in- 
creased costs. However, it was 
found necessary to increase sales 
prices gradually and the repric- 
ing of major items has now been 
completed. Furthermore, because 
of the severe winter and fuel sup- 
ply shortage at the Lancaster, 
Ohio, plant and at Winchester, 
Indiana, plant, production was 
materially effected in the months 
of January and February, and 
costs were gradually increased in 
these divisions. 

Sales and profits in the month 
of March were nearly normal and 
management now confidently 
hopes that operations for the 
nine months running from March 
381, 1948 will prove to be very 
satisfactory. 


General Public Utilities 
Corporation 

Please advise if General Public Utili- 
ties intends increasing its dividends in 
the near future and also any new de- 
velopments in er Page seg” 

, San Diego, Calif. 
doable “an. of Gen- 
eral Public Utilities Corp. and 
subsidiaries for the 12 months 
ended March 31, 1948, amounted 
to $15,077,282, or $1.98 per share, 
as compared with $14,443,432 or 
$1.90 per share for the corre- 
sponding period a year ago. Con- 
solidated earnings for the quarter 
ended March 31 last were down 
from $4,879,408, or 64c per share 
in the first quarter of 1947 to 
$4,602,383, or 61c per share, due 
primarily to January storm losses 
and reduced hydro-electric gen- 
eration. 

The net retirement of General 
Public Utilities debt since Janu- 
ary 1, 1946, amounted to $5,351,- 
200 and this, together with the 
requirements of subsidiaries for 
equity capital, makes an increase 


(Please turn to page 206) 
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American Telephone & Telegraph Co. is now the big- 
gest business enterprise in the nation, displacing 
Metropolitan Life Insurance, which held the top spot 
since 1944. Total assets of the Bell system last year 
were $8,772,377,290. Altogether 48 firms in the coun- 
try belong in the Billion Dollar Club. 


David Sarnoff, president of Radio Corp. of America, 
expresses the belief that atomic-powered radio and 
television sets, more compact than those in use today, 
are within the realm of probability. He states that his 
company has commenced work in atomic physics be- 
cause it is related to electronics. 


A Canadian subsidiary to manufacture automatic 
washers has been formed by Bendix Home Appliances, 
Inc., with production scheduled to begin in a few 
weeks. The annual output is expected to reach a total 
of approximately 30,000 units a year, with a retail 
value of about $9,000,000 


B. F. Goodrich Company has developed a new type 
of hose that easily withstands the impact of hydraulic 
power shocks in the operation of newer and larger 
aircraft. In operation the hydraulic power actuates 
the landing gear, flaps, and several other mechanical 
devices. 


If present indications are borne out, the Diesel In- 
dustry in this country will put in operation during the 
next five years twice as many engines as were in use 
on the nation’s railroads the first of the year. Total 
power to be developed is expected to reach approxi- 
mately 55,000,000 horsepower. 


After five months of negotations, control of RKO- 
Radio Pictures has shifted from Atlas Corp. to 
Howard Hughes. Price was not disclosed but it was 
believed to ve between $8,000,000 and $9,000,000 for 
929,020 shares of stock. Atlas still retains a financial 
interest in RKO through option warrants. 


Bethlehem Steel Company is reaching all the way 
over to distant islands in the Pacific Ocean for scrap. 
It has completed arrangements whereby it will receive 
from 180,000 to 1,000,000 tons of unusable equipment 
now rusting in Guam, Saipan, Okinawa, etc. Process- 
ing is expected to begin within ninety days. 


Filling a long-felt need in the textile world and in 
other industries where accurate color matching has 
been almost solely dependent on skillful use of the hu- 
man eye, the Pittsburgh Plate Glass Company has de- 
veloped a scientific “color eye” which is said to be 
accurate within one-half of one per cent. 


Humble Oil and Refining Company plans to continue 
its long-range gas-conservation program, with con- 
templated expenditures of almost $12 million, on top 
of the $5 million spent last year. Projects involve the 
extraction of gasoline from natural gas, and from gas- 
injection. 
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According to J. S. Love, chairman, Burlington 
Mills Corporation will confine its integration plans to 
weaving and finishing of textiles, and will not en- © 
croach upon rayon yarn producers or garment 
manufacturers. Among various deterrents, he cites 
the tremendous research job in the field of rayon 
production. 


The National Shoe Manufacurers Association has 
informed its members that “we’ve made virtually no 
progress” since 1939 and that none was in sight. 
Although the elavorate styles and patterns de- 
manded nowadays are a handicap to expanded pro- 
ductivity, the Association urged greater efficiency. 


About 400 varieties and types of fruit, vegetables, 
meat, fish, and dairy products are being ‘successfully 
canned, according to American Can Company. This 
is due to the development of automatic can-making 
machinery at the turn of the century. Prior to this, 
only a handful of products was being packed. 


Sonotone Corporation has produced a new cera- 
mic, baked hard in a hot furnace like ordinary 
kitchen ceramic wear and which has been used for 
the first time as a material to generate voltages in a 
phonograph record pick-up unit. The new material 
is expected to have a wide use in telephone, broad- 
casting, and communications fields. 


A reduction of approximately six per cent in the 
wholesale prices of its principal household soap 
products has been made by Procter & Gamble Co. 
This is the second price slash during the year. Com- 
pany officials state that this was made possivle by 
the decline in fats used in soap manufacture. 


Phillips Petroleum Co. plans to spend $120,000,000 
in 1948 for capital investments. Major expansion of 
plant capacity will account for $22,000,000. More 
than $5,000,000 will be spent in oil exploration and 
more than $7,000,000 for buying oil and gas proper- 
ties, in addition to $30,000,000 allocated for drilling 
550 wells. 


A new tube has been developed by General Elec- 
tric Company for power transmission. The tube, a 
new high voltage rectifier, makes possible the use 
of direct current on transmission lines and enables 
power from the Rocky Mountains to be transmitted 
to New York City or anywhere in the United States. 


Kaiser-Frazer Corp. plans to sell its Indianapolis 
Steel Rolling Mill, which it purchased in October, 
1947. Company spokesmen explain that their basic 
steel supply outlook has improved greatly since 
acquiring the Ironton Blast Furnace at Provo, Utah, 

making unnecessary the continued operation of the 
Indianapolis mill. 
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Successful Government moves to avert a crippling rail tie-up 
have fended off another body blow to the economy but as far 
as strikes are concerned ,industry is not yet out of the woods. 
In fact the spring season for 
| strikes is only beginning and 


BUSINESS ACTIVITY||} as a consequence, spotty 


PER CAPITA BASIS =| | conditions may be expected 
































M.W. S. INDEX ——! 1 to prevail for some time, 
TY highlighted by walk-outs in 
"7 certain major industries. The 

: scheduled strike in Chrysler 
plants has already become 

190 a fact and trouble is brew- 


ing elsewhere. Moreover, 
- there may be an aftermath 
to the railroad climax when 
the present court injunction 
expires on May 19. And 
looming ominously over the 
entire industrial situation is 
the threat of another coal 
crisis on expiration of the 
present UMW contract on 
June 30. 


But notwithstanding this 
potentially upsetting back- 
ground, business optimism 
is holding fairly strong—and 
for good reasons. Strikes 
this time are going to be less 
successful than in the last 
two years; settlements will 
be on basis of much smaller 
concessions as a general 
rule, with the effect of a con- 
siderable slowing of the 
wage-price spiral. And since 
most strikes that may occur 
are in durable or semi- 
durable industries, any loss 
in production will not be 
a permanent one, but merely 
in the nature of a postpone- 
ment of demand fulfillment. 

Above all, however, to- 
day’s basic economic prob- 
lem of maintaining produc- 
tion at or near recent peak 
levels appears still possible 
of solution, thanks to 
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stepped-up Federal spending and stimulation of domestic 
demand by tax cuts, t <a there is no lack of realization of 
the transient character of these stimuli. Whether, in the long 
run, they are fully sufficient to offset the now waning force of 
such prime postwar boom factors as the refilling of pipelines, 
industrial expansion and abnormal export demand is frankly 
doubted, but for some time at least, they should provide 
enough momentum to keep business going at a high rate. The 
boom, in short, seems to be well underwritten through 1948 
and possibly into 1949. Beyond that it’s anybody's guess, 
depending i in no small part on the trend of armament spend- 
ing but importantly, too, on the trend of prices domestically. 


For the time will come when it will be essential to stimulate 
flagging home demand by lower prices in order to sustain 
business volume. The desirability of lower prices, even today, 
is widely acknowledged but price cutting of any importance 
or on any impressive scale is hardly practical, in most indus- 
tries, in the face of climbing costs. Demand at present is still 
big enough to postpone a price show-down, but come it will 
just as soon as more economic slack is created by the further 
weakening of the aforementioned boom factors. If by then, 
labor costs are not at least stabilized, permitting a lowering of 
prices, production is bound to suffer and deflationary forces 
are apt to gather strength. 


Revival of Deflationary Trends 


Deflationary trends may in fact be revived sooner than we 
think, and it would be a good thing all-around and the best 
guarantee for a continued high level of business activity. 
Should the recent relaxation of the international tension last, 
re-armament is not likely to exceed present limited objectives. 
European recovery, apart from Western Germany, is making 
excellent progress and if further speeded by ERP, as it will be, 
it will set in motion certain deflationary forces which are bound 
to hit back at us. Farm commodity prices, particularly, may 
soon have to undergo another test and possibly suffer a 
marked downward push reflecting larger world supplies. 


All of which points to a slowing of inflation pressures, fore- 
runner of an ultimate reversal in price trends—barring further 
injection of artificial measures to hold off deflation or a 
worsening of the international situation that would require a 
further stepping up of inflationary armament spending. 


Meanwhile there is little prospect of a further rise of the 
already high production level. Despite shortages in many 
fields, steel and manpower are the principal bottlenecks to 
higher volume. If unable to step up volume, manufacturers 
inceasingly will be plagued by cost problems as already evi- 
denced by spotty first quarter corporate reports. 
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The Business Analyst 





MONEY AND CREDIT—Business loans continue to decline 
though at a more moderate pace than earlier in the year. In 
the face of this trend, Federal Reserve Board officials take 
issue with Treasury complaints that Reserve Board proposals 
to tighten bank credit would hobble the preparedness and 
ECA programs by drying up money needed to finance essen- 
tial production. Some of the larger banks are not unanimous 
that a 114% rate such as the Treasury might establish on its 
next certificate issue would be the signal for across the board 
increases in rates charged on business loans and to borrowers 
on securities. Banks now are in a period of declining credit 
demand which traditionally continues until mid-year when there 
is normal seasonal expansion. Any rise in the loan rate thus 
may be gradual, and not immediate. 


TRADE—Department Store sales for the week ending May 1 
were 89/, above last year’s comparable period, wigh a similar 
gain noted in the New York district. This compares with ad- 
vances of 11% and 10%, respectively, in the week ended 
April 24. Retailers are viewing the future somewhat more opti- 
mistically. Four consecutive weeks of good business have been 
sufficient to convince many that the outlook has brightened 
considerably, despite price squeezes. Retail profits, as a con- 
sequence, are expected to improve during the balance of the 
year, partly with the aid of cost economies. But high-priced 
inventories still pose problems. 


INDUSTRY—Business activity has further recovered from the 
coal strike, and the economy as a whole has narrowly averted 
a serious blow in the form of a railroad strike. Our Business 
Activity Index, on a per capita basis, on May | stood at 166.8 
compared to 165.0 a week before and a low of 162.9 on 
April 10 when coal strike effects were most noticeable. Soft 
coal output recovered to a weekly output of 13.79 million tons, 
better than the pre-strike figure of 13.3 million tons and up 
from 11.35 million tons the week before. Car Loadings rose 
significantly to a 852,309 unit level, with a further gain in coal 
loadings of 27,723 cars. Coal consumers continue to press for 
~~ to build up reserves, fearful of another showdown 
in July. 


COMMODITIES—Despite small declines in four major com- 
modity groups, average primary market prices continued to 
rise for the third consecutive week with a net advance of 0.4% 
in the BLS wholesale price index. Our own Raw Material Price 
Index was little changed, standing at 159.1 on May 8 as 
against 159.2 on May 1, and compared with a recent low of 
151.7 on March 20 when still under the influence of the mid- 
February price break of farm commodities. Wool prices have 
been strong, skyrocketing to a 20-year high, but cotton cloth 
no longer commands the former premiums for immediate de- 
livery. Raw hide prices on the other hand spurted as supply 
tightened in the wake of the prolonged meat packers strike. 


Co. 
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Steel Production continues its recovery from the effects of 
the coal strike, with the operating rate rising to 94.3%, of capa- 
city during the week beginning May 10, compared with the 
preceding week's figure of 91%. But further gain in activity is 
likely to be slower since coal stocks are still inadequate to 
guarantee maintenance of sustained high production level. 
April output of raw steel amounted to 6.22 million tons against 
7.6 million tons produced in March; average rate of activity 
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last month was 80%, of capacity, compared with a first quarter 
average rate of 94%, 
* * 

Personal Income, largely due to acceleration in veterans 
bonus payments in the State of New York, increased to an 
annual rate of $208.5 billion in March from $207.7 billion in 
the previous month, according to the Department of Commerce. 
The March level was below the all-time high of $211 billion 
reached in January but considerably above the average an- 
nual rate of $197 billion for 1947. Farm income which had 
declined sharply in February due to falling commodity prices, 
moved down slightly in March as crop marketings declined 
somewhat more than seasonally. 

a 


Manufacturers’ Sales increased during March as Inven- 
tories were held at February levels. Preliminary estimates 
placed sales at $18.2 billion for the month, a $2.2 billion rise 
over February. Month-end inventories carried a book value of 
$28.9 billion (revised basis) compared with $28.8 billion a 
month previous. Inventories of both the durable and non-dur- 
able goods industries were but little changed from the Feb- 
ruary levels. Estimated at $13.6 and $15.3 billion, respectively, 
stocks of each group advanced less than $100 million, with 
minor advances reported by all industries except transporta- 
tion equipment (other than automobiles), the furniture and food 
industries. 

(Please turn to the following page} 
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Latesf Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
i}: Date Month Month Ago _— Harbor 
| MILITARY EXPENDITURES—Sb (e) | April 0.12 034 0.18 1.55 (Continued from page 193) 
Cumulative from Mid-1940 a ae ee The influence of the commodity price 
break in February had a depressing effect 
H FEDERAL GROSS SEBT—Sb mee oneal NE 20 cate the nibs Industry Sitiig Paar 
MONEY SUPPLY—Sb but in more recent weeks, a reversal of busi- 
Demand Deposite—94 Centers__| April 28 46.6 466 = 46.1 26.1 | “NESS oy _ taken _. ee 
eat cancellations of orders were quite painful, 
os pote pene soe TE. nt the heaviest in years and So, lighlet than 
BANK DEBITS : in February, yet shipments attained an all- 
New York City—$b April 28 9.0 9.0 7.0 4.26 | time high. Unfilled orders dropped 18% 
93 Other Centers—$b April 28 11.4 Th 11.0 7.60 | but the industry order backlog on March 31 
was still good for two months’ shipments. 
PERSONAL INCOMES—S$b (cd3) | March 208.5 207.7 190.6 102.0 a Caer 
Salaries and Wages | «March 27.4 1220 «(IRR ool 
| Proprietor’ Incomes thats 515 51.6 46.8 22.8 Consumer Instalment Loans held by 
OF Eh ead 16.0 15.8 14.8 10.0 principal lending institutions increased 
Tronsber Payments March 12.1 11.3 10.9 3.0 nearly 4% during March, reaching an esti- 
UINCOME FROM AGRICULTURE) | March 22.9 23.1 21.8 10.1 mated $2.804 million or a gain of 32% 
over March 1947, The March increase was 
CIVILIAN EMPLOYMENT—m (eb) | March 57.3 57.1 56.0 5%.8 | $527 million, exceeding February volume 
Agricultural Employment (eb), |_ March 6.8 6.8 7.2 88 | by 28%. 
Employees, Manufacturing (Ib) | March 15.8 15.7 15.5 13.8 oS 
Employees, Government (1b) | March 5.4 5.3 5.4 4.8 New orders for Paperboard rose to 
UNEMPLOYMENT—m (cb) March 2.4 2.4 2.3 3.8 | 201,340 tons during the week ended May 
1, from 181,068 tons in the preceding week. 
FACTORY EMPLOYMENT (1b4) March 156 155 154 47 Unfilled orders were 397,407 tons versus 
Durable Goods March iss 183 sane 176 393,044 tons. The rise in unfilled orders re- 
Non-Durable Goods March 1% ea _ = versed a declining trend evident for four 
FACTORY PAYROLLS (1b4) Jon. 350 357 310 8 consecutive — and reflects "1 ae in- 
crease in new orders received. The industry 
Pan ie Sune ae te oo we sae Ge should experience little difficulty in satisfy- 
andewm, Oy ing the additional demand as output is still 
Hourly Wage (cents) Feb. 128.7 128.7 117.0 78.1 nul ebeotverth 100%, f it 
Weekly Wace ($) Feb. i Oe BO BO ee ra ee 
. en 
oe reap = = re os ; < as es Department Store Stocks at the end 
; ; : - of March were 9%, higher, in terms of retail 
COST OF LIVING (1b3) March 15 166.9 1675 156.3 110.2 value, than a month earlier and 14% higher 
aad March 15 2023 2047 «1895 «113.1 than a year ago. It must be borne in mind, 
Clothing March 15 196.3 «(195.8 1843—«*13.8 however, that Easter this year fell in late 
Rent March15  —s-'116.3 116.0» 109.0—S:107.8 — while a year ago it was in early 
pril. 
RETAIL TRADE—Sb a oleantle 
Retail Store Sales (cd) Feb. 8.91 9.69 7.83 4.72 Civil Engineering Construction Vol- 
Durable Goods Feb. 2.13 2.31 1.77 1.14 | ume in the continental United States to- 
Non-Durable Goods Feb. 6.78 7.37 6.05 3.58 | talled $777.15 million for April. The weekly 
Dep't Store Sales (mrb)_______| Feb. 1.02 0.78 0.55 0.40 | average of $155.4 million for each of the 
Retail Sales Credit, End Mo. (rb2)_| Feb. 5.29 6.06 4.20 5.46 | five weeks of the month is the highest aver- 
age volume recorded in the postwar period, 
MANUFACTURERS’ and 22% above the March average and 
New Orders (cd2)—Total Feb. 251 251 254 181 37% above the April 1947 average. 
Durable Goods Feb. 287 291 295 221 a Sa! tim 
Non-Durable Goods Feb. 229 227 229 157 
Shipments (ed2)—Total Jan. 310 320 290 184 Again rising slightly, Business Failures 
Durable Goods Jan. 331 351 311 223 in the week ended May 6 numbered 108, 
Nonr-Durable Goods Jan. 300 300 275 158 highest level since the first week in March. 
They compared to 106 in the preceding 
BUSINESS INVENTORIES, End Mo. : siesk and 98 in the comparable week last 
Total—$b (cd) Feb. 47.20 45.9 34.9 26.7 | ear. While still about five times as heavy 
Chainer Feb. 28.7 284 248 15.2 | as in 1946, casualties claimed only a third 
Wholesalers’ Feb. 78 15 59 43 as many as in pre-war 1939 when over 300 
Retailers’ Feb. 10.7 10.0 8.7 72 | failed in the same week of that year. 
Dept. Store Stocks (mrb) Feb. 2.18 190 196 I4 * *& & 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—i—pc May | 166.8 165.0 160.0 141.8 ge ss 
(M. W. S.)—l—np May | 187.4 185.3 177.3 146.5 : Civilian I gph yr rose one million 
etween March and April to a total of 
— Mar. 192 19 ele ° “| 
—e PROD.—1—anp (rb) rm 140 Hh be 58.3 million during the week April 4, or 1.6 
Durable Goods, Mh Mar. 230 226 225 141 million more than a year ago. As expected 
Non-Durable Goods, Mfr Mar. 179 180 175 141 at this v4 of the year, a large part of the 
Ms 892 852 882 833 rise took place in agriculture where a gain 
es ~ a May ' 384 377 392 379 of some 600,000 occurred. Non-agricultural 
Mdse. L. C. L. May | TT Ww 124 156 employment rose by 400,000 to a total of 
Grain May | 38 38 38 43 51 million or close to the high of last 
ELEC. POWER Output (Kw.H.m | Moy! 5.042 5,027 4,640 3,267 _—«| December, 
May F 13.8 11.3 12.8 10.8 
ag toe 1 a ny Rage " May | 175.7 161.9 = 212.9 446 High activity continues in the Paper 
Stocks, End Mo Feb. 484 496 47.8 618 | Industry, with tonnage output 12%, over 
last year’s. Ratio of production to mill ca- 
og ai ba May | 5.4 5.4 49 4) pacity is 104.1%, not including mills pro- 
Gasoline Stocks May | Wt Wt 101 86 ducing newsprint exclusively. There is some 
Fuel Oil Stocks — . Fs prs pe fear that any labor shortage attendant to 
Heating Oil Stocks wie “ the draft may cause diversion of manpower 
LUMBER, Prod. (bd. ft.) m May | 462 487 457 632 into “essential” industries or higher paying 
Stocks, End Mo. (bd. ft.) b Feb. 5.6 §.7 4.9 12.6 defense plants. 
April 6.22 7.61 7.04 4.96 * xz * 
SS April 285 220 279 74.7 Naiey 
Reflecting in part spotty conditions in 
ENGINEERING CONSTRUCTION May 6 13 193 95 94 non-durable goods industries, causing sea- 
eae ae May 6 2,315 2,201 1,745 5,692 sonal lay-offs and cuts in working hours, 
vs . Average Weekly Hours per worker— 
MISCELLANEOUS a significant business barometer — have 
Puperbeort,_ oe omy a rey ar eo yr = yo been sliding off since December. By Feb- 
ood Pulp Stocks, En onth (st}t.. . ° 
U's 4 ti Gnanaton tale. | tb. 308 292 258 352 ruary they were down to 40 hours, with a 
Do., Stocks (mpt) End Month (st)t| Feb. 448 461 439 523 probable further drop indicated for March 
Pneumatic Casings Production—m__| Feb. 6.3 7.8 7.9 4.0 and April. 
Anthracite Coal Production (st)m_— | Mar. 49 4.6 49 3.8 








b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100}. cd3—Commerce Dept., 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—I100), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureav. !b2—Labor Bureau 
(1926—100). !b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100) 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve: Board Data. 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Theusands. 


. lt—Long Tons. m—Millions. mpt—At Mills, Publishers, 
np—Without Compensation for Population growth. pe— 
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No. of ———_ 1948 Ind 
Issues (1925 Close—1!00) High Low May | May 8 
312 COMBINED AVERAGE _____ 138.9 119.0 137.7 138.9A 


(Nov. 14, 1936, Cl_—100) High Low May | May 8 
100 HIGH PRICED STOCKS____ 85.8 75.27 85.6 85.8 
10@ LOW PRICED STOCKS.____ 164.7 135.10 162.3 163.0 





4 Agricultural Implements _. 213.2 178.8 210.4 213.28 
Wl Aircraft (1927 Cl—100)__ 189.9 134.3 186.7 189.9B 
6 Air Lines (1934 Cl—100)_ 516.3 430.3 498.2 498.4 

















6A t 94.5 78.7 93.6 92.0 
13 Automobile Accessories __._ 201.5 171.1 195.2 195.4 
12 Automobiles = ———«=S3'B=' 31.4 35.8 35.9 
3 Baking (1926 Cl—100)____ 18.9 “ea | OD 18.3 
3 Business Machines _._.___. 268.0 224.7 255.5 268.0A 
2 Bus Lines (1926 Cl—100)____ 157.7 133.4 154.5 157.7A 
S Chemicals «25056 221.6 248.4 249.5 
2° Coal Mining 2. 204 14.7 19.4 20.4B 
4C ication 48.7 42.3 48.2 48.4 
14 Construction = —«S 4. 56.6 63.0 63.5 
7 Containers 323.3 287.1 315.7 316.3 
9 Copper & Brass__._—s*“I2.3 92.0 110.3 109.3 
2 Dairy Products _..§§  __.—s»s_-56.8 50.7 54.2 54.3 
5 Department Stores _.___._ 64.9 53.9 63.6 64.9A 
6 Drugs & Toilet Articles... 1172.4 149.8 169.5 170.1 
2 Finance Compani 228.6 199.4 223.3 228.6A 
7 Food Brands —.. sd'722:.53 152.8 165.1 164.5 
2 Feed stotesin cs ORS 59.7 62.7 62.2 
3 Furniture 80.8 70.9 tha 76.8 
3 Gold Mining _.._____—sO'758..1 694.2 709.2 697.6 





6 Investment Trusts _.._ Ss 60.1 50.0 59.1 60.1A 
3 Liquor (1927 Cl—100)___._ 764.9 637.7 735.9 726.9 


9 Machinery 161.1 136.8 160.3 161.1B 
3 Mail Order 110.3 89.8 106.3 110.3A 
3 Meat Packing 108.8 92.0 101.9 101.9 
13 Metals, non-Ferrous 175.1 138.0 168.9 169.2 
4 Paper 42.0 34.1 40.7 42.0A 
24 Petroleum 254.7 199.5 237.6 254.7Z 


19 Public Utilities _.. = 
5 Radio (1927 Cl—!00)___._ 22.4 17.6 21.7 22.4A 
8 Railroad Equipment 


24 Railro 


3 Realty 


2 Shipb 








ads 


108.3 97.8 106.7 108.3A 


61.9 52.9 61.0 61.3 
25.3 20.5 25.2 25.3A 








23.9 21.1 23.2 23.9 





vilding 


3 Soft Drinks 


14 Steel 
3 Sugar 


2 Sulphur 
5 Textiles 
3 Tires & Rubber 
6 Tobacco 
2 Variety Stores ——_____ 
17 Unclassified (1947 Cl—100) 100.9 90.0 100.2 100.9B 


& Iron 


139.0 102.3 139.08 135.8 
516.5 431.2 445.3 446.1 
110.9 96.2 107.8 108.6 

50.5 44.8 48.3 48.1 





253.7 206.6 253.4 253.7A 





151.2 118.9 145.4 151.2B 





31.3 27.5 30.2 30.6 





69.3 62.4 65.5 64.9 





319.5 286.9 316.6 315.2 








New HIGH since: A—1947; B—1946; Z—AIll time HIGH. 
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Trend of Commodities 





Latest official estimate trimmed 15 million bushels from 
earlier forecasts of the winter wheat crop which now is pre- 
dicted to total 845 million bushels, but the lower estimate still 
assures an above one billion bushel crop for all wheat this year. 
The rail strike threat last week resulted in considerable irregu- 
larity in the grain markets with short covering tightening up 
May deliveries. Government buying of cash wheat and flour 
was again active, equalling some 10 million bushels of wheat. 
Such purchases are now held sufficient to cover commitments 
until June 30, the end of the crop year but buying will continue 
for later shipments. Trade sentiment as a whole is inclined to 
be somewhat bearish, as many regard prices as high consider- 
ing the world wheat outlook, with a strong possibility that 
European imports in 1948-49 will be sharply curtailed. Domes- 
tic old wheat supplies are held ample for all needs and still 


leave a fairly liberal carry-over, possibly in excess of 150 mil- 
lion bushels, compared with 84 million last year. Corn prices 
averaged higher but trading was light and easily influenced by 
professional operations, Lard futures averaged higher in sym- 
pathy with cottonseed oil which at one time was quoted at a 
‘ear ver of about 18 cents a pound over loose lard, an un- 

eard-of difference. Tallow and grease prices broke sharply 
owing to restricted demand from soap manufacturers who have 
been cutting down production, Cotton prices moved irregularly 
with the principal influencing factor the continued delay in the 
purchasing of U, S. cotton by foreign countries under the ECA, 
which stimulated liquidation in nearby positions. Periodic sell- 
ing in more distant months reflected reports of generally favor- 
able weather in the cotton belt and growing belief of larger 
plantings than earlier thought likely. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I‘Mo. 3Mo. 6Mo. 1Yr. Dec.6 


May!0 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities 








RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939-—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 
163.6 164.0 95.8 92.9 85.7 78.3 65.8 93.8 
57.5 64.7 


High 





————— 150.6 1264 93.6 89.3 743 61.6 


6 


321.3 316.7 320.6 351.1 348.5 299.8 156.9 
11 Imported Commodities__ 274.2 269.8 272.6 296.3 314.3 279.2 157.5 
17 Domestic Commodities_ 356.0 351.4 356.1 391.7 372.6 313.9 156.6 


Date 2Wk. |Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
May!0 Ago Ago Ago Ago Ago 194! 
7 Domestic Agriculture — 378.0 359.0 373.9 421.7 394.1 341.2 163.9 
12 Foodstuffs 403.2 392.0 399.7 453.2 434.3 353.5 169.2 
16 Raw Industrials 274.6 271.1 270.6 285.2 291.4 264.7 148.2 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 1939 .1938 1937 


High 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low _.__._ 144.24 117.14 98.96 88.45 55.45 46.59 45.03 52.03 
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Investment Audit of 
Canadian Pacific 





(Continued from page 187) 

Last year’s experience of this 
Canadian road as to net earnings 
from railway operations closely 
followed the pattern of many 
American carriers. That is to say, 
the impact of higher wages, fuel 
costs and outlays for materials 
held operating margins to very 
modest proportions. In 1947 the 
ratio of net to gross earnings was 
only 7.2% compared with an 
average of 16.1% for the 1927-45 
period, though nominally higher 
than the ratio for 1946. As men- 
tioned earlier, total net earnings 
in 1947 from railroad activities 
were $22.8 million. While this 
was $2 million more than in 
1946, it was less than half the 
comparable earnings of lush war 
years or of 1928, although fairly 
close to the average for the 1930- 
40 decade. 

Recent Rate Increase 

What lends some confidence to 
the current year prospect is the 
action finally taken by the Can- 
adian Board of Transport Com- 
missioners last March in grant- 
ing a 21% increase in most 
freight rates. Pending this deci- 
sion, Canadian Pacific had been 
granted a temporary rate rise of 
30% last summer, but this was 
suspended in October. As an off- 
set to the rate boost advantages, 
practically all organized em- 
ployees of Canadian Pacific de- 
manded a 30 cents per hour rise 
in wages last November, and the 
matter at last report was under 
consideration by the Boards of 
Conciliation. A general wage in- 
crease as requested would in- 
volve a rise in operating costs of 
about $65 million, or more than 
absorbing the gains from higher 
freight rates. It seems fairly safe 
to assume, however, that the 
wage problem will be compro- 
mised on a basis that will allow 
the company’s net earnings to 
expand to a more satisfactory 
level than during the last two 
years, for capital needs for new 
and modern equipment and ships 
are substantial. $36.3 million 
were authorized for these pur- 
poses during 1947 and an addi- 
tional $43.3 million is envisioned 
for 1948. To check progress in 
this direction would adversely af- 
fect the welfare of the Canadian 
economy. 

Now that we have covered the 
main operating problems of 
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Canadian Pacific in a broad man- 
ner, we refer our readers to the 
appended tables for further study 


of statistical details. Looking 
back thirty years, total net in- 
come of this railroad from all 
sources has. unfailingly been 
sufficient to cover fixed charges 
on its funded debt. Combined net 
railway operating and other in- 
come in 1947 amounting to $47.6 
million was available to meet 
fixed charges of only $15.7 mil- 
lion, covering the latter about 
three times over. Fixed charges 
that reached a peak of $26.8 mil- 
lion in 1938 have trended stead- 
ily downward since then, reach- 
ing a twenty-year low of $15.7 
million in 1947, due to retire- 
ments and lower interest rates. 
Capital Structure 

Canadian Pacific’s capital struc- 
ture as of December 31, 1947 
consisted of $75.3 million funded 
debt and approximately $325.8 
million of perpetual 4% consoli- 
dated debenture stock that would 
be classed as bonds in the United 
States. As for stock issues, some 
$137.2 million of non-cumulative 
4% preference stock is outstand- 
ing, along with 13.4 million 
shares of $25 par ordinary stock. 
During the decade of the 1930s, 
dividends on the _ preference 
shares were paid in the first two 
years, reduced in three other 
years and omitted in another five, 
but have been kept right up to 
schedule during the 1940-47 peri- 
od. No dividends were paid on the 
ordinary shares during the 1932- 
42 interval, but in 1943 2% was 
declared and for the past four 
years distributions of 5% have 
been made, equal to $1.25 per 
share. Last year’s net earnings 
applicable to the ordinary shares 
were $2.04 per share, compared 
with a high of $2.83 in 1943 and 
a low of $1.54 in 1946 over the 
last seven years. 

The sharp advance in the prjce 
of Canadian Pacific ordinary 
shares from their 1948 low of 10 to 
their recent high of 191% reflects 
a seemingly brighter outlook for 
this vast and complex enterprise. 
With more than a fair prospect 
that dividend payments should 
remain stable for an indefinite 
period ahead, the current yield 
of 7.5% has its attractions, and 
comparing the recent price with 
a 1946 high of 22%, there ap- 
pears room for further appre- 
ciation. Stripped of romance, 
the outstanding opportunities of 
Canadian Pacific to capitalize 
upon the growth potentials and 


undeveloped resources of the 
great country it serves, assured- 
ly lend speculative appeal to its 
shares for the long pull. 





Shrinking Ratio of 
Dividends to Earnings 





(Continued from page 182) 
net earnings might think they 
had gone far enough in this di- 
rection and decide to pass along 
a portion of future earnings to 
shareholders. Here and there the 
prospect of such potential wind- 
falls deserves considerable at- 
tention. 

One more factor that could 
contribute towards increasing the 
share of earnings paid to stock- 
holders is the new income tax 
law. When control of prosperous 
concerns is lodged in the hands 
of very high income tax payers, 
there is a temptation to let earn- 
ings pile up in the company, 
rather than to declare dividends 
that would have to be liberally 
shared with the tax collector. 
While the percentage of tax re- 
lief now accorded taxpayers with 
very substantial incomes seems 
small, in terms of dollars it often 
represents very substantial sums 
that might be welcome enough to 
warrant receipt of higher divi- 
dend income. There are not very 
many instances where dividend 
policies might be swayed by such 
considerations, but beyond much 
doubt some do exist. 

Looking back over a _ long 
period of years that include both 
prosperous and lean cycles, it is 
very clear that the share of in- 
dustry’s overall net earnings ap- 
portioned to dividends percent- 
agewise is invariably lower dur- 
ing good times and expands when 
the going -gets rough. Were it 
not for these widely followed 
policies tending to create en- 
forced savings by shareholders 
when company profits are large, 
their receipt of spectacular divi- 
dends in lush periods would land 
them in a bad hole in times of 
depression, or rather a far worse 
one than otherwise. Nothing il- 
lustrates the advantage of corpo- 
rate thrift better than the record 
achieved during the discouraging 
1930-38 period, when in every 
year total dividend disbursements 
exceeded aggregate corporate net 
income. This proves conclusively 
what a stabilizing factor the re- 
tention of earnings in good times 
can be, and is something that dis- 

(Please turn to page 200) 
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The better you live, the more oil you need... 


report on the 


useful 





year 


N this country and: through the world, human progress calls for more 
and more oil. To do their part in meeting the great need for oil in 1947, 
Standard Oil Company (New Jersey) and its affiliates performed the 
biggest job in their history. They produced more oil and delivered more 
products; took in and paid out more money; employed more workers 
and served more people than ever before. And far more than ever was 
spent for facilities to meet growing needs — 426 million dollars in a single 
year, paid for out of past and current earnings of the business. It was 
a year of great accomplishment; great progress. Here are some high- 
lights from this significant year, based on the Company’s Annual Report 


to its 171,000 stockholders... 


World-wide, the need for oil surpassed all 
records. To help meet the need, crude oil pro- 
duction by Jersey Company affiliates was increased 
8% over 1946, setting another new record. Their 
production was 14% of the world’s total for the year. 


In the U.S., too, the need was at pqnend levels. 

Three million more cars to fuel than pre-war; 
twice as many tractors and trucks on farms; a mil- 
lion and a half more oil-heated homes; five times 
as many diesel locomotives. Total U.S. consumption 
of oil products was 11% greater than 1946, 12% 
greater even than the peak war year. In meeting 
this need, we set new output records month after 
month, accounting for 9% of U.S. total crude oil. 


The unusually hard winter made heating oil and 

kerosene supply a special problem. By extraor- 
dinary effort in refineries and hard work and long 
hours by people all along the line, we were able 
to deliver about 25% more of these products than 
in the winter before. 


With such big demand, big supply, and rising 

prices, money came in — and was paid out — 
in all-time record figures. Total dollar income 
reached $2,387,000,000 — 45% over 1946. Operat- 
ing charges and other deductions from income 
reached $2,118,040,000 — 44% over 1946. A record 
sum of $466,954,000 was paid to our employees. 


STANDARD OIL COMPANY 
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AND AFFILIATED 
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biggest, 


hardest. 


we ever had... 


Net consolidated earnings of the Company and 

affiliates — $269,000,000 — equalled $9.83 per 
share, or 11.3% of total income as compared to 
10.8% in 1946. Dividends of $4.00 per share were 
paid by the parent Company. 


Most important dollar figure of the year was 

the 426 million dollars spent for new wells, 
plants, tankers, pipelines and all the other things 
it takes to get the oil you need. Part of a billion dol- 
lar program covering the two years 1947-48, it was 
by far the greatest capital investment we have ever 
faced. The money came almost entirely from earn- 
ings, past and current — money made on the job 
went back into the job. 


Transportation of oil was a big job. During the 

year, we bought 23 ocean-going tankers from 
the U.S. Maritime Commission, and early this 
year we ordered 6 new 26,000-ton, 16-knot ships, 
the largest we ever operated. Pipelines were pushed 
to new records— our trunk lines delivering 83 bil- 
lion barrel-miles, or 11 billion more*than in 1946. 


In discovering new oil, we spent 5 times as 

much as pre-war — 16% more than last year. 
(Altogether, the country’s known oil reserves were 
increased by 600 million barrels during the year, 
in spite of record consumption.) 


Cost of research also increased — $18,200,000 


was spent for new knowledge. Considerable 
progress was made in finding more efficient and 


(NEW JERSEY ) 


COMPANIES 
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lower-cost processes for making gasoline and other 
liquid fuels synthetically from natural gas, oil 
shale, and coal. 


l Labor-management relations remained ex- 

cellent, continuing our exceptional record of 
industrial harmony. Employee compensation was 
adjusted upward during the year to help meet ris- 
ing living costs. A total of $55,396,000 was saved 
in employee Thrift Plans, of which $20,987,000 was 
saved by employees and $34,409,000 contributed 
by the Company and its affiliates. 


"Ts 1947 JOB WAS A BIG ONE. The jobs ahead 
are bigger still. In a democracy the responsibility 
for making a better world rests with the individual 
and the individual enterprise. It is clear that an 
enterprise like Standard Oil Company (New Jersey) 
must exercise a full realization of the social respon- 
sibilities of profit—must understand that the 
peace, advancement, and the security of the people 
of the world are the best guarantee of the Com- 
pany’s own progress and security. We intend now, 
as always, to demonstrate in action that the free, 
competitive American enterprise system is far 
superior to any other. We believe that the Com- 
pany and its affiliates are so organized, and their 
business so conducted, that they will continue to 
serve people well. 


Copies of the full report are available on request. Address 
Room 1626, 30 Rockefeller Plaza, New York 20, N. Y. 
The earnings statement in this report satisfies the pro- 
visions of Section 11 (A) of the Securities Act of 1933. 
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Guardian of an atom smasher... 





PETROLEUM PROMOTES PROGRESS ! 


Wi A VERY SMALL STRETCH of the im- 


agination, you could call this scientist a 
“guardian of an atom smasher.” 


For it is his job to see that the hot thirst of the 
atom smasher is quenched and cooled. 


The particular atom smasher pictured above 
(now at the University of Pittsburgh) has in it 
18 miles of copper wire. And if left to its own 
devices, this wire would heat up to dangerous. 
temperatures. 


But Gulf scientists don’t leave it to its own 
devices. They have developed a special oil which 
they feed into the atom-smashing machine to 
cool off the copper wire and keep it cool. 


This oil is called Gulf Cyclotron Oil. 


Through such methods as this, Gulf scientists 
are able to increase the value of petroleum prod- 
ucts—well aware that there’s a “plus” for every- 
one in petroleum’s progress. 











satisfied stockholders would do 
well to remember when they com- 
plain of niggardly dividend treat- 
ment, except in exceptional in- 
stances. 

Thus far in our discussion we 
have touched on the overall ratios 
of corporate earnings and divi- 
dends. Basic conditions in differ- 
ent industries, however, tend to 
establish widely diverse dividend 
policies in relation to net profits. 
In groups where turnover is 
rapid and inventory risks are 
minimized, some of the highly 
mechanized industries feel safe 
in distributing an unusually lib- 
eral share of earnings. In other 
divisions where the business is 
rather cyclical and high break- 
even points are a threat, or broad 
expansion programs are in prog- 
ress, it is natural that dividend 
policies should be more tinged 
with conservatism. These same 
comments apply with equal force 
to individual concerns in all 
forms of enterprise, additionally 
influenced by varying company 
ambitions, working capital posi- 
tions, and degrees of aggressive- 
ness. 

n appended tables we have 


ie) 


listed representative concerns in 
23 industries, to show the propor- 
tion of net earnings paid as divi- 
dends to common stockholders 
during certain years since 1936, 
and through 1947. In studying 
these figures, it is interesting to 
note how the policies of some 
groups seem to follow a similar 
pattern, while in others the pic- 
ture is much mixed. As for the 
general run of companies them- 
selves, the wide divergence in 
percentages carries significance, 
Hardly more than a casual glance 
at the 1947 column is needed to 
note the broadly developed down- 
trend in the ratios last year. We 
remind our readers that these 
ratios have no bearing whatever 
on the amount of dividends paid, 
as they are merely percentage of 
net earnings. 

Several groups on our table 
will be seen to have paid out a 
fairly liberal portion of earnings 
last year, although in only a few 
cases did the ratio rise in com- 
parison with 1946. It should be 
realized that an advance in the 
ratio does not necessarily attest 
to an improvement in dividends, 
as we have just pointed out. For 


example, the ratios of both con- 
cerns in our food division of the 
table, Standard Brands and Gen- 
eral Foods, improved in 1947, but 
this was due mostly to dividend 
stability in the face of declines 
in net earnings. For fundamental 
reasons, however, sound concerns 
in this industry can afford to dis- 
tribute a rather liberal share of 
earnings. 

In the long run the tobacco 
manufacturers seem to be excep- 
tionally generous in their divi- 
dend policies. Since for two years 
past this group has had to bor- 
row very large sums to carry 
huge inventories, it is surprising 
that their ratios of dividends to 
net earnings have continued to 
be so much above the average for 
all corporations. Record breaking 
sales, low wage costs and sound 
finances help to assure stable 
dividends with the larger units in 
the tobacco industry, regardless 
of transient problems. Similar 
operating advantages are charac- 
teristic of the chemical industry, 
but extensive expansion pro- 
grams have required retention 
of large sums from earnings in 
the last few years. But duPont, 


THE MAGAZINE OF WALL STREET 








} 


Foi @2on Qt OT 


es me 
rt eS 


TRaABODAMROOCR< ra 


7 a 
T ~ 


i) 


od 





A New Name for a PUBLIC SERVICE 





With the approval of its stockholders, the name of 


Columbia Gas & Electric Corporation has been changed to 


THE COLUMBIA 
GAS SYSTEM, INC. 


Since the Corporation divested itself of its 
electrical properties under the provisions 


COLUMBIA GAS SYSTEM ser 
of the Public Utilities Holding Company a 


1,000,000 homes, businesses and in- 


Act, the new name becomes more descrip- dantein wiktnniuadl asides 


tive of the System’s functions in public 


service. 


The Corporation and its operating sub- 


through its own distribution lines, 
and another 800,000 customers 
through wholesale’ deliveries to 
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sidiaries have long been known, unofficially, other utilities in cities such as Wash- 
as the COLUMBIA GAS SYSTEM. Now, | _ imston, D. C., Cincinnati and Day- 
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with the formal approval at the Annual ton, Gitin. Lene your tie Cyeans-ae 


Stockholders Meeting on April 29th at 
Wilmington, Delaware, the new corporate 


livered 231 billion cubic feet of gas 
through some 31,000 miles of trans- 
title becomes official. 
System is even now preparing to de- 
liver by 1950 in excess of 300 billion 


cubic feet of natural gas annually. 








COLUMBIA 
SYSTEM 








* 
* 























THE COLUMBIA GAS SYSTEM, INC. 


The Manufacturers Light and Heat Company The Ohio Fuel Gas Company United Fuel Gas Company 
Atlantic Seaboard Corporation Eastern Pipe Line Company Virginia Gas Distribution Corporation Big Marsh Oil Company 
Virginia Gas Transmission Corporation Central Kentucky Natural Gas Company Natural Gas Company of West Virginia 
Cumberland and Allegheny Gas Company Amere Gas Utilities Company Gettysburg Gas Corporation 
Home Gas Company The Keystone Gas Company, Inc. Binghamton Gas Works The Preston Oil Company 
Union Gasoline & Oil Corporation Virginian Gasoline & Oil Company 
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AN hen you re judged 
by your hospitality, 


there is only one ¢ hoice... 
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“US” Rare Blended Whiskey 86 Proof. 62% Grain Neutral Spirits, Copr. 1948, Schenley Distillers Corporation, N.Y. C. 





for instance, is so well fortified 


. with working capital that its di- 


rectors have been above average 
liberal in their dividend policies. 

The very low ratios in the 
paper industry are due to the 
fact that expansion programs and 
record breaking business activity 
have required retention of a 
major portion of their excellent 
earnings. This same thing is true 
with all the large concerns in the 
oil industry and in large measure 
with the steel group. When the 
billions of dollars now being 
‘-omt for new facilities by the oil 


and steel producers become prof- 
itable investments, there could be 
ample room for more generous 
dividends. 

All said, it looks to us as if the 
ratios established by many con- 
cerns in 1947 may represent low 
marks for quite a long time to 
come. The economic uncertainties 
last year bred a strong wave of 
ultra-conservative policies as to 
dividends, despite highly im- 
proved earnings as a rule. De- 
velopments during 1948 indicate 
increased hopes for sustained 
prosperity. If this materializes, a 





gradual uptrend in the portion of 
net earnings paid as dividends 
should get under way with the 
usual exceptions, of course, espe- 
cially where the need for heavy 
capital outlays continues. That 
some substantial windfalls are 
being created by some concerns 
through understated earnings 
and_ substantial retention of 
profits is a distinct possibility. 





Does Latin America Need 
A Marshall Plan? 





(Continued from page 176) 
capital half way. In Brazil, the 
laws excluding foreigners from 
certain lines of business activity 
have been repealed. Mexico has 
been particularly cooperative, and 
the establishment of branch 
plants of American manufactur- 
ing corporations continues. Big 
money (around $300 million in 
1947) is also being invested in 
petroleum, mining and refining, 
particularly in Venezuela. 

Latin America certainly needs 
foreign capital. But not nearly so 
much as Europe which was dev- 
astated and which needs to re- 
establish and reorder its econ- 
omy. Nor does Latin America 
need some $750 million of new 
capital annually, as the Colom- 
bians proposed under the “Latin 
American Marshall Plan.” After 
all, the sum total of money in- 
vested in Latin America by 
Europe and the United States 
during the past century (the 
amount outstanding) is about $12 
to $14 billion. Besides, some of 
the Latin American countries 
such as Argentina and Uruguay 
are now creating their own capi- 
tal, and probably more could be 
created if savings could be in- 
creased. But as long as inflation 
plagues every single Latin Amer- 
ican country and the people pre- 
fer goods to bank deposits, Latin 
America will have to look for its 
capital requirements abroad. 

It is unlikely that there will be 
any big outflow of venture capi- 
tal until the inflation problem is 
solved and the budgets are bal- 
anced and, above all, until Latin 
and American views on economic 
problems are reconciled through 
mutual concessions. The Latin 
Americans will have to concede 
that foreign capital is entitled to 
some rewards. And the Ameri- 
can investor will have to become 
convinced that the Latin Ameri- 
cans are entitled to the major 
share in the advantages accruing 
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from the development of their 
own natural resources. 

The main reason why Latin 
American countries are so anx- 
ious to get extra dollars flowing 
to them is that they are again in 
the midst of balance of payment 
difficulties. Last year, Latin 
America had to find some $4.6 
million to pay for its purchases 
of goods and services from the 
United States (including pay- 
ment of dividends and interest). 
How this was accomplished is 
shown in the accompanying table. 
Loans and investments provided 
about $350 million. Some $1,250 
million in dollars and gold were 
received from countries other 
than the United States in pay- 
ment for Latin America’s excess 
of exports to them of about 
$1,700 million. And a part of the 
British loan was used up in mak- 
ing these triangular trade pay- 
ments. 

It will be noted that in order 
to balance the payments with us, 
Latin America had to liquidate 
last year at least $800 million of 
gold and foreign exchange. At 
the peak, holdings of gold and 
foreign exchange amounted to 
nearly $5 billion. They are now 
somewhat above $3 billion. While 
some countries are still building 
up these balances (Cuba, Vene- 
zuela), most of the others, but 
particularly Chile, Mexico, Peru, 
Argentina and Colombia, have 
not much more than when they 
started in 1939. Except for three 
or four countries, the wartime 
accumulated gold and dollar bal- 
ances can no longer be counted on 
to settle future dollar deficits. 

Some countries have spent 
their accumulated gold and for- 
eign exchange reserves wisely. 
Argentina and Uruguay acquired 
important railway properties and 
public utilities formerly owned by 
Europeans. Other countries have 
wasted at least a part of their 
wartime earnings (Mexico, Bra- 
zil, Chile) in payment for con- 
sumer goods and motor cars. Be- 
cause of much higher prices, 
these reserves bought less than 
was anticipated. Most of the long- 
range postwar projects remain 
yet to be carried out and con- 
sumer demand, reflecting a great- 
ly inflated purchasing power, is 
far from being satisfied. 

Since there will be no “Marshall 
Plan for Latin America,” to 
what extent will Latin American 
countries be forced to curtail 
their purchases in the United 
States during 1948? To what ex- 
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This is under no circumstances to be construed as an offering of these shares for sale, or as an offer 
to buy, or as a solicitation of an offer to buy, any of such shares. The 
offer is made only by means of the Prospectus. 


NEW_ISSUE May 12, 1948 i 


800,000 Shares 


Southern California Edison Company 
Preference Stock, 4.56% Convertible Series 


($25 par value) 


The Preference Stock, 4.56% Convertible Series, is cumulative and 
is convertible into Common Stock of the Company at $28.50+ per 
share, taking the Preference Stock at $26.25 per share. The conver- | 
sion ratio is subject to adjustment as described in the Prospectus, 


Price $26.25 per share 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation Harris, Hall & Company 
(Incorporated) 


Dean Witter & Co. 
Goldman, Sachs & Co. Harriman Ripley &Co. Kidder, Peabody & Co. 


ncorporated 


ieentl Lynch, Pierce, Fenner & Beane 


Blyth & Co., Inc. Glore, Forgan & Co. 
Lehman Brothers 
Stone & Webster Securities Corporation Union Securities Corporation 
W.C. Langley & Co. E.H.Rollins&Sons Salomon Bros. & Hutzler 


Incorporated 
Weeden & Co. 
Incorporated 


William R. Staats Co. 






































This advertisement appears as a matter of record only and is under no circumstances to 
be construed as an offering of these securities for sale, or as a solicitation of an offer 
to buy any of such securities. The offering is made only by the Prospectus. 


. 680,000 Shares 
Halliburton Oil Well Cementing Company 


Common Stock 


$5.00 Par Value 


Price $25 per Share 


Copies of the Prospectus may be obtained in any State from 
such of the several Underwriters, including the under- 
signed, as may lawfully offer the securities in such State. 


Blyth €% Co., Inc. Lehman Brothers 
A. G. Becker €f Co. Eastman, Dillon€#Co. The First Boston Corporation 
Incorporated 
Glore, Forgan &# Co. Goldman, Sachs €# Co. Kidder, Peabody €# Co. 
Lazard Freres €9% Co. Lee Higginson Corporation 
Union Securities Corporation 


White, Weld E% Co. 


Stone €% Webster Securities Corporation 


Wertheim €9% Co. 
May 12, 1948. 
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Imperial Oil Limited 
TORONTO 1, ONTARIO 
Notice to Shareholders and the 


Holders of Share Warrants 

NQTICE is hereby given that a dividend of 25 
cents per share in Canadian currency has been de- 
clared, and that the same will be payable on or after 
the Ist day of June, 1948, in respect of the shares 
specified in any Bearer Share Warrants of the 
Company of the 1929 issue upon presentation and 
delivery of coupons No. 69 at: 

THE ROYAL BANK OF CANADA 
King and Church Streets Branch, 
Toronto 1, Canada. . ; 
(For convenience p are also negotiable with 
out charge at any branch of The Royal Bank of 
Canada in Canada). 

The payment to Shareholders of record at the 
close of business on the 14th day of May, 1948, 
and whose shares are represented by Registerea 
Certificates of the 1929 issue, will be made by 
cheque mailed from the offices of the Company on 
the 31st day of May, 1948. 

The Transfer books will be closed on the 15th, 
16th, and 17th days of May, 1948, and no Bearer 
Share Warrants will be converted into other de- 
nominations of Share Warrants during that period. 

The Income Tax Act of the Dominion of Canada 
provides that a tax of 15% shall be imposed and 
deducted at the source on all dividends payable by 
Canadian debtors to non-residents of Canada. The 
tax will be deducted from all dividend cheques 
mailed to non-resident shareholders and the Com. 
pany’s Bankers will deduct the tax when paying 
coupons to or for accounts of non-resident share- 
holders. Ownership Certificates (Form No. 600) 
must accompany all dividend coupons presented for 
payment by residents of Canada, 

hareholders resident in the United States are 
advised that a credit for the Canadian tax withheld 
at source is allowable against the tax shown on 
their United States Federal Income Tax return. In 
order to claim such credit the United States tax au. 
thorities require evidence of the deduction of said 
tax, for which purpose Registered Shareholders wil) 
receive with dividend cheques a Certificate of Tax 
Deduction, and Bearers of Share Warrants must 
complete Ownership Certificates (Form No, 601) in 
duplicate and the Bank cashing the coupons wil 
endorse both copies with a Certificate relative to the 
deduction and payment of the tax and return one 
Certificate to the Shareholder. If forms No. 601 are 
not available at local United States banks, they can 
be secured from the Company’s office or The oya) 
Bank of Canada, Toronto. 

Subject to Canadian regulations affecting enemy 
aliens, non-residents of Canada may convert thi: 
Canadian dollar dividend into United States cur 








rency or such other foreign currencies as are pe1 
mitted by the general regulations of the Canadiar 
Foreign Exchange Control Board at the official Ca 
nadian sop Exchange control rates prevailing 
on the date of presentation. Such conversion can 
effected only through an Authorized Dealer, i.e., s 
Canadian branch of any Canadian chartered bank 
The Agency of The Royal Bank of Canada, 68 Wil 
liam Street, New York City, is prepared to accep: 
dividend cheques or coupons for collection througt 
an Authorized Dealer and conversion into any pe1 
mitted foreign currency. 
he Secretary will on request and when available 
forward to the holder of any Bearer Share War 
rant of the Company a copy ot the Company’s annua 
report for the fiscal year. 
WARRANT HOLDERS WHO 
J ae | . YET OBTAINED COUPONS 
NUMBERS 61-80 WHICH WERE AVAILABLE 
IN 1943 ARE URGED TO DO SO IMMEDI- 


ATELY BY SENDING TO THE _ SECRE 
TARY’S OFFICE, 56 CHURCH STREET, 
TORONTO, ONTARIO, THE TALON AT- 


TACHED TO THEIR SHARE WARRANTS, 
By order of the Board, 
COLIN D. CRICHTON, 
General Secretary 
56 Church Street, Toronto 1, Ontario 
May 6th, 1948 


PLYMOUTH DE SOTO 
DODGE g PI/ic) CHRYSLER 
LY) ad 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 











DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a quarterly dividend 
of one dollar ($1.00) per share on 
the outstanding common stock, pay- 
able June 14, 1948, to stockholders 
of record at the close of business 
May 21, 1948. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














tent will Latin America benefit 
from the dollars to be showered 
on Europe under the ERP? This 
is a problem in which exporters 
to Latin America are particularly 
interested. 

As will be seen from another 
table, Latin America is likely to 
pick up a considerable amount of 
dollars in 1948. In the first place, 
our imports from Latin America 
will probably be larger than in 
1947 because of the purchases of 
copper and other non-ferrous 
metals for our rearmament pro- 
gram and for stockpiling. By co- 
incidence, the countries that will 
benefit from the rearmament 
program would have benefitted 
relatively little from ECA off- 
shore purchases. 

What the off-shore purchases 
will be is still difficult to tell. 
Such purchases in Latin America 
during the fifteen-month period, 
April 1948-June 1949, were bud- 
geted at about $1,800 million of 
which about one-half was to be 
spent in Argentina and about 
$250 million in Brazil. But actual 
purchases during the current 
calendar year will be consider- 
ably less, probably not more than 
$650 million. But then, Latin 
America will undoubtedly pick up 
some extra dollars in triangular 
trade operations. 

1948 Trade Prospects 

It would appear from the ap- 
pended table that Latin-American 
countries will buy here during 1948 
about $3.4 billion of goods, or 
about ‘10 per cent less than last 
year. Actually, because the ECA 
purchases will differ widely from 
country to country and because 
the remaining gold and dollar 
balances are also unevenly dis- 
tributed, the purchases of some 
countries may very well continue 
around the record levels estab- 
lished in 1947. While the pur- 
chases of other countries, such as 
Mexico or Ecuador or Peru, may 
have to be curtailed further. 
Meanwhile our exports to and our 
imports from the individual 
groups of Latin American coun- 
tries are far better balanced than 
one year ago. This is especially 
true for Mexico and the West 
Coast countries. 





The Venture Capital 
Shortage 





(Continued from page 171) 


through banks, insurance com- 
panies and other financial insti- 


tutions, and to the extent that 
this occurred, Americans as in- 
dividuals have lost their direct 
stake in American business. The 
trend has been to promote sav- 
ings for security and to reduce 
by taxation the savings available 
for direct new investment in en- 
terprise. Thus in no year since 
19385 has as much as 12% of 
total corporate expenditures for 
new plant and investments been 
financed by stock issues. The pro- 
portion for the entire period 
1936-47 was less than 6.2%. 


In short, private risk capital 
has gradually been disappearing 
from the _ scene. Institutional 
capital, and particularly life in- 
surance funds, has become an in- 
creasingly important source of 
capital for the nation’s economy. 
The increase in holdings of corpo- 
rate bonds and stocks by life 
companies during the past two 
years has been the equivalent of 
more than half the value of all 
new issues of these two types of 
securities during that period, the 
net gain of such holdings amount- 
ing to some $5 billion. 


One of the appended tables 
graphically illustrates what indi- 
viduals have done with their sav- 
ings during the last eight years. 
It will be noted that the amounts 
used for investments in corporate 
and other securities was invari- 
ably quite small. Even last year, 
when such net investments by in- 
dividuals came to $1.2 billion, the 
largest figure during the period 
covered, this was little more than 
one-third of the increase in cash 
and bank deposits, about the 
same amount as invested with 
savings and loan associations, 
about one-fifth of the amount 
saved in the form of insurance 
and pension reserves and only 
about one-fourth of the total in- 
vested in securities, the bulk of 
which consisted of U. S. savings 
bonds and other Government 
securities. Thus even if in former 
decades, direct private invest- 
ment by individuals was rela- 
tively small, it is even smaller 
now despite greater savings. The 
latter reach industry indirectly— 
chiefly through debt and loans 
advanced by banks and insurance 
concerns, and this is no healthy 
development. 


The causes that have brought 
this about are well understood. 
One of them is the heavy tax 
burden on individual incomes, 
especially those in the higher 
brackets, which are the principal 
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New Recovery Phase in the Making... 


[N the next phase of this major market recovery . . . selected stocks will offer the 
greatest profit potentials of the past three years .. . comparable to those available in 


the 1945-46 advance. 


Today’s markets, in fact, present even greater intrinsic values . . . sustained peak earn- 
ings, abnormally low price-earnings ratios and secure high yields . : . to cushion setbacks 
and give added impetus to rising market prices. These factors, reflecting improved in- 
vestor psychology, are soon to be evaluated realistically on the background of high-level 
business activity, spurred by government spending and expanding credit inflation. 


As always the largest profits will be made by those who take advantage of proper timing 
and selection . . . buying on recessions . . . selling on strength . . . avoiding stocks that 
have outrun their possibilities or are likely to lag because of various individual problems. 


83 Points Profit in Initial Upsurge 
Made Available to Forecast Subcribers 


This is a concrete illustration of the profitable service you will receive through The 
Forecast in capitalizing on this major advance. Gauging the upturn in its initial move, 
on April 6th we advised our subscribers to increase their invested positions to 75% 
through our definite “BUY” recommendations for profit and income. As we go to 
press, 83 points profit has accrued on these recommendations. 


14 Dynamic Securities for Profit 
and Income . . . Now Being Recommended 














ze | MEASURING MARKET SUPPORT Program One — Stressing Security of Principal 

+ SUPPLY OF STOCKS _ and Assured Income... With Appreciation 
Eliminated As-Indveated by Transactions at Declining Priceg 280 : : a 

July 15, 1946 ra High calibre issues . . . average under 44... 

” 4 yield 6.9%. With strong financial positions 

240 ... ample earnings and liberal dividend 


policies . .. good market record. 
Program Two — Dynamic Securities for Capital 
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RE tae ts "DEMAND FOR STOCKS ~r il 200 Building with Higher Dividend Potentials 
7 * 2. + * fae Special situations for appreciation . . . aver- 





First “BUY” Signal Since Early Last Summer 
This signal is of primary importance as interpreted 


age under 46... yield 6.7%. Seasoned com- 
) panies with good market sponsorship... 
where earnings support current yield and 











in Forecast Service . . . for this indicator signaled the 
1946 break and the 1942 recovery. Charted weekly, it rising dividend trends. 
will give you a continuous picture of the market. Program Three — Low-Priced Opportunities for 
Large Percentage Profits 
Enroll Now... To Profit Growth situations . . . average under 23... 
from These 14 Securities A yield 6.3%. Strategically placed small com- 
To Be Bought on Recessions panies; also realistically adjusted split-up 
shares. 
PSS Se = FREE SERVICE TO JULY I, 1948 ee Se Se Se Oy ee 


Mail Coupon 
°F oday / 
MONTHS’ 

6 SERVICE $50 
MONTHS’ 

12 SERVICE $75 

Complete service will start at 

once but date from July 1. 


Subscriptions to The Forecast 
are deductible for tax purposes. 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [J] $50 for 6 months’ subscription; [] $75 for a year’s subscription. 
(Service to start at once but date from July 1, 1948) 


SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: 1) $1.00 six months; [] $2.00 (0 Telegraph me collect in anticipation of 
one year in U, S. and Canada. important market turning points ... 
Special Delivery: $3.50 six months; when to buy and when to sell. 
£) $7.00 one year. 











Name 

Address 

City State 

Your subscription shall not be assigned at List up to 12 of your securities for our 


any time without your consent. initial Analytical and Advisory Report. 
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ANTICIPATE THE LEADERS 
of the New Market Trend 
by comparing the Past Action of ever 


900 STOCKS 


See the New MAY issue of 


GRAPHIC STOCKS 


The most comprehensive book of , 
Stock Charts ever published. 
Out Charts show monthly highs and 
lows — earnings — dividends — 
latest capitalizations — volume of 
trading on virtually every active 
stock on the New York Stock and 

Curb Exchanges 
Covering over 11 years 


ALSO — included with each book are 
30 Group Averages from Standard & 
Poor's, printed on transparent paper 
to superimpose on any chart for ease 
in comparison. 


- This Spiral bound book of 952 
charts is now available. Send for the 
new revised edition today.. 


SINGLE COPY....... $10.00 
YEARLY (6 Revised Books)...... 50.00 
(Airmail anywhere in U.S.).... 55.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 














WARD BAKING COMPANY 
Preferred Dividend 


The Board of Directors has declared 
the quarterly dividend of $1.37% a 
share on the Preferred Stock payable 
July 1, 1948 to holders of record 
June 16, 1948. 


Common Dividend 


The Board of Directors has declared a 
dividend of 15 cents a share on the 
Common Stock payable July 1, 1948 
to holders of record June 16, 1948. 


L. T. MELLY, Treasurer 


475 Fifth Ave. 
New York 17, 
mY. 








source of the savings that nor- 
mally supply the great bulk of 
venture capital. The situation is 
aggravated by high estate taxes, 
by double taxation of dividends 
and the capital gains tax, the 
adverse effects of which have 
been repeatedly discussed in this 
publication. 

In short, lack of incentive is 
the main cause why the sources 
of venture capital have been dry- 
ing up and why it has been so dif- 
ficult to restart its flow into pro- 
ductive enterprise, a vital neces- 
sity if present levels of produc- 
tion, consumption and employ- 
ment are to be maintained. For 
in the long run, an inadequate 
supply of risk capital must hin- 
der industrial expansion, limit 


employment opportunities and° 


weaken the financial position of 
business concerns and_ their 
ability to weather the changing 
economic climate that the future 
undoubtedly will bring. 

The inactive capital demand 
that has long served to conceal 
the limitations of the supply of 
venture capital is now giving 
way to a greatly altered situa- 
tion, in which the problem of 
venture capital must be faced 
frankly and dealt with construc- 
tively. Risk taking has always 
been an indispensable factor in 
private enterprise and the na- 
tion’s progress. Without risk 
there can be no progress. If we 
are to progress further, our laws 
and regulations must be so re- 
vised as to restore to risk takers 
the means and incentives to re- 
sume their vital role in our 
economy. 


Failure to do so will force in- 
dustry into more debt financing 
with its attendant dangers and 
ultimately will spell the end of 
vigorous business enterprise. It 
will also throw industry back on 
still greater reliance on undis- 
tributed earnings, meaning 
smaller dividends to investors, a 
trend already discernible in a 
good many industries where capi- 
tal demand for expansion is 
substantial. 








Atlas Corporation 


Dividend on Common Stock 
NOTICE IS HEREBY GIVEN that a 
regular quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, pay- 
able June 21, 1948, to holders of 
such stock of record at the close 
business May 28, 1948. 


Water A. Pererson, Treasurer 
May 12, 1948. 
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Answers To Inquiries 





(Continued from page 190) 


in dividends in the near future 
improbable in the absence of 
“other developments” which 
could alter the situation. How- 
ever, the 20 quarterly dividend is 
expected to continue. Sales of 


electricity by the corporation’s 
domestic subsidiaries continue at 
a high level and no evidence of a 
near term recession is apparent. 
Three new generating stations to 
be put into operation next Fall 
will effect economies which will 
reduce the present high level of 
subsidiaries’ operating expenses. 
Rate increases have already been 
obtained by some _ subsidiaries 
and other increases will be 
sought when justified. General 
Public Utilities investment in its 
subsidiaries has been increased 
by $16,065,000 since January 1, 
1946. Company has arranged a 
bank loan to provide equity capi- 
tal for the subsidiaries for about 
one year as their own financing 
programs are now well under 
way.. 

The stock yields a good income 
return and as prospects continued 
favorable, it warrants retention. 





For Profit & Income 





(Continued from page 189) 
least several years. The most re- 
cently reported backlog equalled 
nearly two year’s volume at the 
1947 rate. The company announces 
development of a new process for 
large-scale output of oxygen, hold- 
ing major promise as applied to 
steel production, synthetic oil, and 
other uses. There are 328,079 com- 
mon shares, preceded by only 39,- 
650 shares of $2.50 preferred 
stock. Due to working capital 
needs, only continued small divi- 
dends—regularly paid since 1937 
—are likely, although finances are 
sound. Earnings for 1947 were a 


record $3.99 a share, and might be - 


topped this year. The stock, listed 
on the New York Curb Exchange, 
is now around 2314, against 1946 
high of 3914. It appears to be a 
“special situation” of substantial 
promise for the longer pull. 





First Quarter 
Corporate Reports 





(Continued from page 169) 
ating margins caused net earn- 
ings to show a corresponding 
gain of 170%, or from 20 cents 
per share to 54 cents. First 
quarter net earnings of National 
Cash Register Co., on the other 
hand, dipped slightly to $2.04 per 
share from $2.32 earned in the 
December quarter, though they 
compared favorably with $1.46 
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for the first three months last 
year. A fairly steady uptrend in 
the earnings of International 
Business Machines from quarter 
to quarter lifted net per share 
from $1.46 a year ago to $2.67 
for the quarter recently ended. 

Among leaders in the electrical 
equipment industry, greatly in- 
creased sales were achieved but 
narrowed operating margins held 
earnings to slightly smaller pro- 
portions. Sales of Westinghouse 
Electric, for example, in the first 
quarter amounted to $209.7 mil- 
lion, on which net earnings, after 
allowing for $1.25 million inven- 
tory reserves, were $13.1 million. 
In the first three months last year 
this concern showed net profits of 
$11 million on a volume of $140 
million. As for General Electric 
Co., both sales and net earnings 
rose by close to 40% on the fore- 
going basis, despite the fact that 
the 1947 first quarter included 
non-recurrent net earnings of 
$5.3 million. 

Net earnings in the automotive 
industry, including makers of 
cars and parts, continued to ex- 
pand in the early part of the cur- 
rent year, although some excep- 
tions to the rule occurred. The 
broadly diversified activities of 
General Motors Corporation, in- 
cluding production of cars, diesel 
engines and refrigerators, along 
with substantially enlarged fa- 
cilities, brought highly encourag- 
ing volume gains. Profit margins 
widened to 20% in the latest 
quarter against 17.4% a year 
previous. Net earnings per share 
accordingly rose to $2.12, well 
above an average of about $1.64 
for the previous three interim 
periods and compared with $1.31 
for the March 1947 quarter. 





As I See It! 





(Continued from page 161) 


their main source of support, and 
that their salvation lies in con- 
tinuing amicable relations with 
the British and the United States. 


From a psychological stand- 
point, too, they realize only too 
well that the bombing and de- 
struction of Cairo would seriously 
affect the Arab world and that 
altogether a war would destroy 
their hopes and once more reduce 
the millions of their inhabitants 
to the penury they have endured 
for so many centuries. 

In such a setup, we cannot af- 
ford to fumble. The situation is 
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loaded with dynamite and if we 
show weakness again we must 
expect that Russia will seize the 
opportunity to realize her ambi- 
tions in the Mediterranean when 
she can do so with great cost to 
us, and at small cost. to her. It 
might even come this summer, if 
we make any more serious 
mistakes. 
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of investor has been more re- 
sponsible for the end of the long 
market stalemate than the gen- 
eral public has been.) 


(5) The conviction that the 
Truman Administration is 
“through,” and the assumption 
that the policies of its successor 
will be reasonably suited to the 
needs of a healthy private-enter- 
prise economy. If there is any dis- 
appointment on that score, it is 
in any event months ahead. 


In summary, we hold to a bull- 
ish view, and see no point in try- 
ing to put any specific limitations 
on it at the present time. Those 
who have not followed our earlier 
buying advices should undertake 
selective accumulation, preferably 
on corrective recessions which we 
do not expect to be of much im- 
portance within the near future. 
Most stocks recommended on 
other pages of this issue, and re- 
cent previous issues, are still well 
under their 1946 highs. Under 
the rotating processes of a bull 
market, fewer groups will be out 
of favor, for any length of time, 
than was so prior to last week. 
However, it is probably good 
tactics at the moment to avoid 
groups which have just had the 
most spectacular advances and 
which are nearer to former bull- 
market peaks than are many 
others. 

—Monday, May 17. 


| OILS 


oulew 6 = Paceonted to our clien- 
“TH REFERRED 
BUsthess FOR 1948’’ we 
selected and specifically recom- 
mended for purchase, such issues 
as Plymouth Oil, Seaboard Oil, 
Texas — — c eo... Trust, 
among oth cently as 
March 7, 94s. *SINCE THAT 
DATE TWO OF THESE ( 
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service 


KELSEY STATISTICAL SERVICE 


Kelsey Park 46, Great Meadows, N. J. j 














FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day 
declared the regular quarterly ie one 
of $1.25 per share on the outemensrag Oe 
Cumulative Preferred Stock, payable = 
1, 1948 to stockholders of record a 
1948, A regular quarterly dividend of orty 
cents ($. r share has also been de- 
clared on f e Common Stock payable 
June 1, 1948 to stockholders of record 
May 17, 1948. The transfer books will not 
close. 


May 5, 1948 





Graham Hunter 
Treasurer 











UNION CARBIDE 
AND CARBON 
CORPORATION 


uc 


A cash dividend of Fifty cents (50¢) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1, 1948, to 
stockholders of record at the close of 
business June 4, 1948. 

MORSE G. DIAL, 


Secretary and Treasurer 








NOMA 


Electric Corporation 
55 W. 13th St., New Yorx (| NY 


The Board of Directors has de- 
clared a regular quarterly divi- 
dend of Thirty cents (30¢) a 
share on the Capital Stock of 
this Corporation, payable June 
30, 1948, to stockholders of 
record at the close of business 
June 15, 1948. 


HENRI SADACCA 
President 


May 5, 1948 

















UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 50 cents per share has been 
declared on the Common Stock of said Company, 
payable June 10, 1948 to steckholders of record at 
3 o'clock P.M. on May 20, 1948 


C. H. McHENRY, Secretary 











CONTINENTAL 
CAN COMPANY, Inc. 


The second quarter interim dividend of 

twenty-five cents (25¢) per share on the 

ymmon stock of this Company has been 
able June 15, 1948, 





i) 


declared pay: to 

o_o of record at the close of 

— May 25, 1948. Books will not 
ose. 


SHERLOCK McKEWEN, Treasurer 














C CONTINENTAL 
CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Sempesy yr been 
declared a July 1, 1948, to stock- 
holders of record at the clese of busi- 
= une 15. 1948. Books will not 
ose. 


SHERLOCK McKEWEN, Treasurer. 
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he case of ~~ fs 


Makes Good Reading for Cost-Conscious Executives 
Concerned With the Problems of Tomorrow 


A Day’s Earnings of ore than 3 times as much with Additional Facts... Airline Y, a South Ameri- 
one Martin 2-0-2 . . . as compared to possible can line, flew one Martin 2-0-2 over the Andes 
earnings in the same period with a prewar 74 times in less than four months of operation. 
twin-engine plane! Yet the much faster 2-0-2's The present schedule calls for flights of ap- 


cost of operation per airplane mile is very 
little, if any, more than the prewar ship while 
carrying twice the payload! 


proximately 3150 and 2600 miles on alternate 
days... witha full payload; 36 passengers on the 
2-0-2 as compared to 21 passengers on a prewar 


; - ; plane. Average use on the 2-0-2 has been about 

That's A Typical Example of why Airline Y is eight hours a day...a remarkable record since 
enthusiastic about the new Martin 2-0-2. And this airline does no night flying and seldom 

why this modern luxury liner spells protit- flies on Sunday. The Martin 2-0-2 has been 

able operation for airlines everywhere. crossing the Andes when no other airplane could 

get across...flying at 26,000 feet, over the top of 
the highest peaks and bad weather in the passes. 


* Did you miss “‘The Case of Airline X''? We'll be 
happy to send you a copy. 


AIRCRAFT 


bs _ Builders of Dependable Aircraft Since 1909 
For Full Details on the new Martin 2-0-2 SS 


..and the outstanding performance which AN INTERNATIONAL INSTITUTION 
has made it the world’s top twin-engi ivdieee MANUFACTURERS OF: Marvinol resins (Martin Chemicals Division) *« Martin 2-0-2 airliners * Advanced 
as p twin-engine airliner military aircraft «© Aerial gunturrets *« DEVELOPERS OF: Rotary wing aircraft (Martin Rotawings 
. write today to: The Glenn L. Martin Division) * Mareng fuel tanks (licensed to U. S. Rubber Co.) * Honeycomb construction material (licensed 


i to U. S. Plywood Corp.) © Stratovision aerial re-broadcasting (i j i i i i 
, > . - g (in conjunction with Westinghouse Electric 
Company, Baltimore 3. Md. Corp.) LEADERS OF RESEARCH to guard the peace and build better living in many far-reaching flelds. 
































" Slomdlinal, opens new Haratlyn lene 


Largest Phosphate Mining Operation in America 





x a 
ae 


More International Phosphates 


to nourish the growth of large crops of 


food of higher quality and greater nutritional value 
In the heart of one of the richest phosphate deposits 
ever discovered, International has established, near Bartow 


-d, nez 
Florida, the largest phosphate mining operation in America— 
the New Noralyn Mine 


Production at Noralyn Mine has 
started at a time when greatly expanded supplies of phosphate, the 
major plant food ingredient 


ate, the 
are urgently needed for the growth of 
food crops in America and throughout the world 


With new facil- 
phosphate output of the state 


ities for producing 1,500,000 tons per year at Noralyn, International 
will have a total capacity at its Florida mines exceeding the entire prewar 


MINERALS & CHEMICAL CORPORATION 
GENERAL OFFICES 
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